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ACCOUNTABILITY  STATEMENT 


The  governments  Annual  Report  for  the  year  ended  March  31,  2009  was 
prepared  under  my  direction  on  behalf  of  the  government  in  accordance  with  the 
Government  Accountability  Act  and  the  government’s  accounting  policies.  All  of 
the  government’s  policy  decisions  as  at  June  24,  2009  with  material  economic  or 
fiscal  implications  have  been  considered  in  the  preparation  of  the  Annual  Report. 


Iris  Evans 

Minister  of  Finance  and  Enterprise 
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A MESSAGE  FROM  THE  MINISTER 
OF  FINANCE  AND  ENTERPRISE 


I am  pleased  to  present  the  Government  of  Alberta’s  2008-09  Annual  Report.  The  past 
year  has  been  challenging,  and  government  continues  to  take  steps  to  help  the  province 
build  on  our  strength  as  we  move  forward. 

From  the  highs  of  US$147  per  barrel  oil  price,  to  the  lows  of  the  30%  to  40%  losses  in 
world  equity  markets,  Alberta  was  affected  by  global  conditions,  especially  the  world 
recession  that  began  to  take  shape  in  2008.  As  a largely  resource-based  economy,  we 
understand  the  need  to  be  prudent  in  planning,  but  last  year’s  volatility  was  even  more 
pronounced  than  what  we’ve  come  to  expect  in  the  province. 

In  the  face  of  this  volatility,  the  government  continued  to  provide  the  programs 
and  services  that  Albertans  expect  and  deserve.  In  2008-09,  government  committed 
$3 6.7  billion  to  meet  the  needs  of  Albertans,  including  increased  spending  in  priority 
areas  to  meet  growth  pressures.  For  example,  Health  expense  increased  6.7  per  cent  from 
2007-08,  and  included  additional  funding  for  health  authority  operations,  physician 
services,  supplementary  health  benefits,  human  tissue  and  blood  services  as  well  as  new 
funding  for  Safe  Communities  Initiatives.  Education  spending  increased  3.9  per  cent, 
reflecting  greater  operating  support  for  basic  and  post-secondary  education. 

Revenue  was  down  almost  $3  billion  from  budget,  mainly  due  to  the  stock  market 
downfall.  This  will  see  the  province  post  its  first  deficit  in  15  years,  at  $852  million. 

The  2008-09  deficit  was  permitted  under  the  Fiscal  Responsibility  Act,  as  it  arose  due 
to  lower-than-budgeted  non-energy  revenue. 

Moving  forward,  Albertans  can  be  confident  the  government  will  carefully  manage 
spending  to  get  the  best  value  for  the  dollars  you’ve  entrusted  us  with.  Further,  the 
government  has  a 4-point  plan  that  will  help  position  Alberta  for  a strong  economic 
recovery.  Emphasis  will  be  placed  on  keeping  a close  eye  on  government  spending; 
drawing  down  our  savings  to  protect  the  programs  and  services  Albertans  depend  on; 
continuing  to  invest  in  public  infrastructure  to  support  jobs  and  the  economy;  and 
promoting  Alberta  to  a global  market.  These  priorities  are  part  of  a wider  strategy 
to  green  Alberta’s  technology,  maintain  a competitive  tax  regime,  boost  internal  and 
international  trade,  and  support  industry. 

As  the  global  economy  begins  to  recover,  the  government  will  ensure  that  the  programs 
and  services  Albertans  expect  and  deserve  continue  to  be  provided,  and  that  we  take  the 
necessary  steps  to  position  the  province  to  be  even  stronger  in  the  future. 


Iris  Evans 

Minister  of  Finance  and  Enterprise 
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1 PREFACE 

I The  Public  Accounts  of  Alberta  are  prepared  in  accordance  with  the  Financial 

Administration  Act  and  the  Government  Accountability  Act.  The  Public  Accounts  consist 
| of  the  annual  report  of  the  Government  of  Alberta  and  the  annual  reports  of  each  of  the 
I 24  ministries. 

| This  annual  report  of  the  Government  of  Alberta  contains  the  Minister  s 
I accountability  statements,  an  Executive  Summary,  the  consolidated  financial 
| statements  of  the  Province  and  the  Measuring  Up  report,  which  compares  actual 
1 performance  results  to  desired  results  set  out  in  the  government  s business  plan.  The 

I Measuring  Up  report  is  published  in  a separate  document. 

The  annual  reports  of  ministries,  released  in  the  fall  of  each  year,  contain  Ministers’ 
accountability  statements,  the  audited  consolidated  financial  statements  of  the  ministries 
and  a comparison  of  actual  performance  results  to  desired  results  set  out  in  the 
ministries’  business  plans.  Each  ministry  annual  report  also  includes: 

I 

I*  Financial  statements  of  entities  making  up  the  ministry  including  departments  (all 

departments  combined  form  the  General  Revenue  Fund),  regulated  funds,  provincial 
agencies  and  Crown-controlled  corporations, 

• Other  financial  information  as  required  by  the  Financial  Administration  Act  and 
Government  Accountability  Act,  either  as  separate  reports  or  as  a part  of  financial 
statements,  to  the  extent  that  the  ministry  has  anything  to  report,  and 

• Financial  information  relating  to  accountable  organizations  and  trust  funds. 
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EXECUTIVE  SUMMARY 


BUDGET  2008:  THE  RIGHT  PLAN  FOR  TODAY  AND  TOMORROW 


Budget  2008  built  on  previous  actions  taken  to 
manage  Alberta’s  growth  and  support  priorities  for  the 
future,  with  emphasis  on: 

• energy  development  and  the  environment; 

• health  care; 

• strong,  safe  and  vibrant  communities; 

• long-run  sustainability  of  Alberta’s  economy; 

• infrastructure  required  to  meet  the  growth  in 
Alberta’s  economy  and  population. 

The  strong  global  economic  growth  prevailing  when 
Budget  2008  was  developed  had  elevated  energy  prices 
and  pushed  Alberta’s  economy  to  capacity.  During 
2008-09,  a liquidity  crisis  led  to  severe  disruptions  in 
financial  markets,  falling  energy  prices  and  ultimately 
to  global  recession. 

Alberta’s  fiscal  position,  with  no  accumulated 
debt  and  significant  short-term  savings,  protected 
Albertans’  programs,  services,  infrastructure  spending 
and  low  tax  regime.  However,  substantial  losses  on 
Heritage  Fund  and  endowment  fund  investments 
caused  Alberta’s  first  deficit  in  1 5 years. 

MAJOR  INITIATIVES 
Program  Initiatives 

Operating  expense  increased  by  $2.8  billion  or  10% 
to  $29.8  billion. 

• Health.  Increased  operating  funding  and 
consolidated  nine  regional  health  authority  boards 
into  one  Health  Services  Board.  Announced  Vision 
2020 , a blueprint  for  a more  efficient,  effective 
and  sustainable  health  care  system,  and  a new 
Pharmaceutical  Strategy  for  more  accessible  and 
affordable  drug  coverage. 

• Advanced  and  Basic  Education.  Increased 
operating  support  to  school  boards  and  post- 
secondary institutions,  providing  for  more 
student  spaces,  apprenticeship  seats  and  the  Small 
Class  Size  Initiative.  Enhanced  student  financial 
assistance,  early  learning  opportunities,  adult 
literacy  programs  and  efforts  to  improve  high 
school  completion  rates. 

• Strong  communities.  Established  Safe 
Communities  Secretariat,  increased  funding  for 
policing,  prosecution  and  court  services  and 
implemented  Traffic  Safety  Plan  initiatives. 


• Other.  Increases  for  climate  change  and  water 
and  wastewater  management  initiatives,  AISH 
and  PDD  programs,  and  for  child  care  spaces. 
Expanded  continuing  care  system.  Enhanced 
immigration  and  homelessness  programs. 
Supported  livestock  industry. 

Capital  Plan 

Support  for  capital  projects  increased  from  2007-08 
by  8.9%,  or  $6 23  million,  to  $7.6  billion,  with  major 
increases  for  highways,  housing,  water  and  wastewater 
management  and  environmental  projects. 

Revenue 

Albertans  and  Alberta  businesses  continued  to  pay 
the  lowest  overall  taxes  when  compared  to  other 
provinces.  Health  Care  Insurance  Premiums  were 
eliminated,  personal  income  taxes  indexed  and  a new 
Scientific  Research  and  Experimental  Development 
Credit  introduced.  A new  royalty  framework  became 
effective  January  1,  2009. 

Fiscal  Framework 

The  deficit  was  permitted  under  Fiscal  Responsibility 
Act  (FRA),  as  it  arose  due  to  lower-than-budgeted 
non-energy  revenue.  The  FRA  has  been  amended  for 
2009-10,  to  simplify  the  fiscal  framework  and  increase 
flexibility. 

NOTE  ON  SCOPE  OF  REPORTING 

The  Annual  Report  includes  a larger  scope 
of  reporting  than  the  budget  and  quarterly 
presentations.  On  a budget  presentation  basis, 
the  2008-09  deficit  was  $852  million.  On  the 
larger  reporting  basis,  the  deficit  was  $2.9  billion. 
The  larger  reporting  scope  includes: 

• Net  income  of  Crown-controlled  entities  in  the 
SUCH  sector  (schools,  universities,  colleges, 
health  authorities).  Adds  $38  million  to  revenue. 

• The  change  in  pension  liabilities.  Adds  $2  billion 
to  expense. 

• An  adjustment  is  also  needed  to  reflect  nominal 
sum  disposals  to  SUCH  sector  entities.  On 

the  larger  reporting  scope  they  are  treated  as 
transfers  of  assets,  but  on  the  budget  basis,  as 
revenue  and  expense. 

I Commentary  on  changes  from  2007-08  include  the 
change  in  equity  of  the  SUCH  sector,  while  changes 
from  budget  and  forecast  exclude  the  change,  as  this 
information  was  not  available. 
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FISCAL  HIGHLIGHTS 


Overview.  On  a fully  consolidated  basis  (includes 
$2  billion  for  pension  provisions  and  $38  million 
increase  in  the  equity  of  SUCH  sector),  the  Province 
recorded  a deficit  of  $2.9  billion.  On  the  same  basis, 
in  2007-08  a surplus  of  $2.4  billion  was  recorded. 

On  a budget  basis  (excluding  pension  provisions 
and  the  SUCH  sector),  the  deficit  was  $852  million, 
compared  to  a surplus  of  $4.6  billion  in  2007-08.  The 
deficit  resulted  mainly  from  losses  on  investments. 

Revenue  was  $35.8  billion,  $2.5  billion  or  6.5% 
lower  than  2007-08  and  $2.9  billion  lower  than 
estimated  in  the  budget. 

• Change  from  2007-08.  Increases  of  $ 1 . 1 billion 
in  federal  transfers  and  $0.9  billion  in  non- 
renewable resource  revenue  were  more  than  offset 
by  decreases  of  $4.3  billion  in  investment  income 
and  a net  $0.2  billion  in  other  revenue. 

• Change  from  Budget.  Increases  of  $0.5  billion 
in  corporate  income  tax,  $0.4  billion  in  federal 
transfers  and  $0.4  billion  in  net  other  revenue  were 
more  than  offset  by  decreases  of  $3.9  billion  in 
investment  income  and  $0.3  billion  in  commercial 
operations  net  income. 


Expense  was  $38.7  billion,  $2.8  billion,  or 
7.8%  higher  than  in  2007-08,  and  $1.3  billion 
higher  than  estimated  in  the  budget.  Excluding 
pension  provisions,  the  increase  from  2007-08  was 
$3.1  billion  or  9.1%,  and  the  decrease  from  budget 
was  $518  million  or  1.4%. 

• Change  from  2007-08.  The  increase  was  mainly 
due  to  higher  operating  expense,  which  increased 
by  $2.8  billion  or  10%. 

• Change  from  Budget.  The  increase  was  mainly 
due  to  the  $1.9  billion  increase  in  pension 
provisions,  partly  offset  by  a reduction  of 
$0.6  billion  in  capital  grants. 

Fourth  Quarter  Results.  The  deficit  was  reduced 
by  $574  million  from  the  Third  Quarter  forecast. 
Revenue  was  $178  million  higher  and  expense  was 
$396  million  lower  (excluding  the  change  in  pension 
provisions). 

Net  Assets.  At  March  31,  2009,  net  assets  were 
$46.3  billion.  This  included  $15.8  billion  in  capital 
assets  and  $3.6  billion  in  equity  in  Crown-controlled 
SUCH  sector  organizations.  More  details  on  assets 
and  liabilities  are  provided  on  pages  16-17. 


Fiscal  Summary 

2008-09 

2007-08 

(millions  of  dollars) 

Budget 

Forecast 

Actual 

Actual 

1 

Revenue 

2 

Revenue  (budget  basis) 

38,743 

35,627 

35,805 

38,169 

3 

SUCH  sector  increase  in  equity  a 

n.a. 

n.a. 

38 

156 

4 

Adjustment  for  nominal  sum  disposals  treatment  b 

- 

- 

(16) 

- 

5 

Total  Revenue 

n.a. 

n.a. 

35,827 

38,325 

Expense 

Program  expense 

6 

Operating  expense 

29,941 

30,118 

29,829 

27,077 

7 

Capital  grants 

5,904 

5,260 

5,279 

5,170 

8 

Disaster/emergency/natural  gas  rebates 

375 

744 

718 

553 

9 

Capital  amortization  and  nominal  sum  disposals 

735 

716 

623 

574 

10 

Debt  servicing  costs 

220 

215 

208 

214 

11 

Total  Expense  (budget  basis) 

37,175 

37,053 

36,657 

33,588 

12 

Adjustment  for  nominal  sum  disposals  treatment  b 

- 

- 

(16) 

- 

13 

Pension  provisions 

187 

2,570 

2,041 

2,290 

14 

Total  Expense 

37,362 

39,623 

38,682 

35,878 

15~" 

Surplus  (Deficit) 

n.a. 

n.a. 

(2,855) 

2,447 

16 

Adjustment  for  pension  provisions 

187 

2,570 

2,041 

2,290 

17 

Adjustment  for  SUCH  sector 

n.a. 

n.a. 

(38) 

(156) 

18 

Adjusted  Surplus  (Deficit) 

1,568 

(1,426) 

(852) 

4,581 

19 

Sustainability  Fund  withdrawal  to  balance  budget 

- 

1,426 

852 

- 

20 

Surplus  (budget  basis)  c 

1,568 

- 

- 

4,581 

a Increase  in  equity  of  Crown-controlled  organizations  in  the  SUCH  sector  was  not  available  for  budget  and  quarterly  forecasts. 

b Adjusts  revenue  and  expense  as  nominal  sum  disposals  to  SUCH  sector  entities  are  considered  a transfer  of  assets  under  the  larger 

reporting  entity,  rather  than  as  expense  and  revenue. 

L For  the  purposes  of  the  Fiscal  Responsibility  Act,  the  change  in  equity  of  SUCH  sector  organizations  and  the  annual  change  in  pension 
liabilities  are  excluded  from  balanced  budget  requirements. 
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ALBERTA  SUSTAINABILITY  FUND 


Transfers  and  Adjustments 

• The  Fiscal  Responsibility  Act  (FRA)  applicable  in 
2008-09  required  non-renewable  resource  revenue 
above  $5.3  billion  to  be  transferred  to  the  Alberta 
Sustainability  Fund.  Withdrawals  were  permitted 
to  offset  costs  of  emergencies,  disasters  and  natural 
gas  rebates,  or  declines  in  non-energy  revenue. 

• These  transfers  were  a net  $2.8  billion  in  2008-09. 
This  included  $6.6  billion  in  resource  revenue 
above  $5.3  billion,  less  withdrawals  for  the 

$3.1  billion  net  decline  in  non-energy  revenue  and 
$0.7  billion  for  costs  of  emergencies/disasters  and 
natural  gas  rebates. 

• The  amount  of  cash  available  for  allocation  also 
depends  on  adjustments  for  differences  between 
accrued  revenue  and  cash  receipts,  non-cash 
expenses  and  transfers  not  reported  on  the  income 
statement.  In  2008-09,  these  comprised  a net 
negative  $0.5  billion. 

• This  consisted  of  $4.2  billion  transferred  to  the 
Capital  Account  for  current-year  use,  $1.5  billion 
in  cash  from  2008-09  fourth  quarter  results  not 
transferred  until  2009-10,  less  $0.9  billion  in  cash 
from  2007-08  fourth  quarter  results  transferred 


in  2008-09  and  $4.3  billion  in  positive  cash 
adjustments  (mainly  including  adjustments  for 
timing  of  receipt  of  natural  gas  royalties,  capital 
cash  requirements,  retained  income  of  funds  and 
agencies  and  Heritage  Fund  and  endowment  fund 
losses  that  are  absorbed  by  the  funds  through 
reduced  values) . 

Allocation  of  Available  Assets 

• The  FRA  permitted  assets  above  $2.5  billion 
to  be  allocated  from  the  Sustainability  Fund. 

An  allocation  of  $ 1 00  million  was  forecast  in 
Budget  2008  to  establish  the  Alberta  Enterprise 
Corporation.  During  2008-09,  allocations 
were  made  to  carbon  capture  and  storage  and 
GreenTRIP  initiatives.  These  allocations  were 
forecast  at  $2.2  billion  in  the  2008-09  Third 
Quarter  Fiscal  Update. 

• Changes  to  the  FRA  for  2009-10  include  retaining 
this  $2.2  billion  in  the  Sustainability  Fund  and 
consolidating  Capital  Account  assets  into  the 
Sustainability  Fund.  Accordingly,  the  Sustainability 
Fund  is  shown  with  a balance  of  $9.9  billion  in  the 
Consolidated  Financial  Statements. 


Sustainability  Fund  (at  March  31,  2009) 

(millions  of  dollars) 

2008-09 

Actual 

2007-08 

Actual 

Assets  at  start  of  year 

7,653 

7,653 

Transfers  to  (withdrawals  from)  Sustainability  Fund 

Non-renewable  resource  revenue  above  $5.3  billion 

6,615 

5,724 

Other  net  transfers 

(3,097) 

2,422 

Withdrawals  for  disaster/emergency  assistance/natural  gas  rebates 

(718) 

(553) 

Net  transfers  (withdrawals) 

2,800 

7,593 

Adjustments 

Cash  transferred  from  previous  year  fourth  quarter  results 

928 

682 

Cash  from  fourth  quarter  results  to  be  transferred  following  year 

(1,503) 

(928) 

Assets  transferred  to  Capital  Account  for  current-year  use 

(4,226) 

(4,174) 

Cash  adjustments 

4,296 

(31) 

Total  adjustments 

(505) 

(4,451) 

Assets  prior  to  allocation 

9,948 

~ 10,795 

Allocation  to: 

Heritage  Fund  - deposit  and  inflation-proofing 

- 

(1,384) 

Scholarship  Fund 

- 

(227) 

Medical  Research  Endowment  Fund 

- 

(150) 

Capital  Account  - future-year  use 

- 

(1,381) 

Alberta  Enterprise  Corporation 

(100) 

- 

Assets  at  end  of  year3 

9,848 

7,653 

a Year-end  assets  include  $2.2  billion  set  aside  for  Carbon  Capture  and  Storage  and  Green  TRIP  initiatives.  A further  $1.5  billion  cash 
from  the  fourth  quarter  results  will  be  transferred  after  March  31, 2009. 
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ECONOMIC  AND  TAX  HIGHLIGHTS 


ECONOMIC  HIGHLIGHTS 

(calendar  year  basis) 

2008  Economic  Growth.  The  global  financial  crisis 
affected  economies  around  the  world,  with  many 
entering  recessions.  After  years  of  robust  growth,  the 
Alberta  economy  contracted  by  0.2%  in  2008. 

Employment.  Alberta’s  employment  grew  by  53,900 
or  2.8%  in  2008.  While  employment  growth  was 
slower  than  in  previous  years,  it  was  still  the  strongest 
growth  rate  in  the  country.  Labour  market  conditions 
remained  tight,  with  Alberta’s  3.6%  unemployment 
rate  the  lowest  among  provinces. 

Population  Growth.  Alberta’s  annual  population 
growth  in  the  2008  census  year  stood  at  2.1%, 
the  strongest  among  provinces  and  almost  double 
the  national  rate  of  1.2%.  While  international 
migration  accounted  for  half  of  the  annual  increase, 
interprovincial  migration  remained  strong. 

Personal  Income.  Albertans  continued  to  have  the 
highest  per  capita  disposable  income  in  Canada,  at 
$37,189  in  2008.  This  was  $8,598,  or  30%  higher 
than  the  Canadian  average.  Healthy  employment 
growth  and  strong  wage  gains  pushed  total  labour 
income  up  by  8.4%. 

Consumer  Sector.  Following  strong  increases  in  2006 
and  2007,  Alberta’s  retail  sales  were  essentially  flat  in 
2008  due  in  large  part  to  weaker  spending  on  autos. 

Housing.  Alberta  housing  starts  fell  by  almost  40% 
to  29,164  in  2008.  The  new  house  price  index  grew 
by  0.7%  in  2008,  down  from  22.5%  in  2007. 

Inflation  and  Cost  Pressures.  Easing  house  prices 
lowered  Alberta’s  CPI  inflation  rate  to  3.1%  in 
2008,  down  from  5.0%  in  2007.  Excluding  shelter, 
Alberta’s  CPI  inflation  rate  averaged  2.3%  in  both 

2007  and  2008. 

The  sharp  correction  in  the  housing  market  lowered 
the  residential  construction  price  index  by  1.7%, 
following  an  increase  of  18.7%  in  2007.  The  non- 
residential  construction  price  index  grew  7.0%  in 

2008  compared  to  6.9%  in  2007. 

Energy  Sector.  Although  drilling  activity  began 
strengthening  in  the  summer  of  2008  in  response 
to  high  energy  prices,  the  sharp  fall  in  energy 
prices  and  tight  credit  conditions  depressed  drilling 
activity  towards  the  end  of  2008.  As  a result,  the 


average  number  of  rigs  drilling  for  2008  as  a whole 
was  essentially  unchanged  from  2007.  Overall  real 
business  investment  in  2008  was  also  unchanged. 

Manufacturing  Sector.  Despite  a global  recession, 
the  value  of  Alberta’s  manufacturing  shipments 
increased  by  6.9%  in  2008,  reflecting  higher  prices  for 
petroleum  and  coal  products  in  the  first  three  quarters 
of  the  year. 

Agriculture  Sector.  The  value  of  international  crop 
exports  nearly  doubled  to  reach  $4.3  billion  in  2008, 
driven  by  record  high  grain  prices.  However,  the  value 
of  international  exports  of  live  animals  declined  by 
19.6%  as  livestock  prices  remained  weak  for  most  of 
the  year. 

TAX  HIGHLIGHTS 

Lowest  Overall  Taxes.  Albertans  and  Alberta 
businesses  continue  to  pay  the  lowest  overall  taxes  in 
Canada. 

Elimination  of  Health  Care  Insurance  Premiums. 

As  of  January  1,  2009,  health  care  insurance 
premiums  were  eliminated.  This  will  save  Albertans 
and  Alberta  businesses  about  $ 1 billion  a year. 

Indexation.  Alberta  indexed  the  provincial  personal 
income  tax  system  by  3.8%  in  2009,  saving  Albertans 
$115  million. 

Alberta  Family  Employment  Tax  Credit.  Beginning 
July  2008,  the  maximum  credit  was  enhanced  by 
10%,  in  addition  to  the  annual  inflation  adjustment. 

Introduction  of  a Scientific  Research  and 
Experimental  Development  Credit.  To  encourage 
Alberta  companies  to  do  more  research  and 
development,  and  to  make  Alberta  a more  attractive 
location  for  knowledge-intensive  companies,  the 
Alberta  Scientific  Research  and  Experimental 
Development  Credit  was  introduced  beginning  in 
2009.  The  credit  is  10%  of  eligible  expenditures  up  to 
$4  million,  for  a maximum  credit  of  $400,000. 

Increased  Small  Business  Threshold.  The  small 
business  threshold  was  increased  on  April  1,  2008,  to 
$460,000,  which  will  help  to  encourage  the  growth  of 
small  businesses. 
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CONSOLIDATED  FINANCIAL  STATEMENTS 


OVERVIEW  OF  PROGRAM  AND  CAPITAL  SPENDING 


EXPENSE 

Total  expense  was  $38.7  billion  in  2008-09.  This 
included  $2  billion  in  pension  provisions.  Pension 
provisions  were  unusually  large  in  2008-09,  for  the 
second  consecutive  year,  due  primarily  to  a change 
in  the  discount  rate  used  to  calculate  the  pre-1992 
Teachers’  Pension  Plans  liability.  This  increased  the 
liability  by  approximately  $1.7  billion. 

The  pension  provision  was  also  unusually  large  in 
2007-08,  as  the  Province  assumed  the  $2.2  billion 
teachers’  share  of  the  pre-1992  Teachers’  Pension 
Plans  liability. 

Health  and  education  accounted  for  61%  of  total 
expense  (excluding  pension  provisions). 

Year-over- Year  Comparison.  Total  expense 
increased  by  7.8%  or  $2.8  billion.  Excluding  pension 
provisions,  the  increase  was  9.1%  or  $3.1  billion. This 
included: 

• Operating  expense.  $2.8  billion  or  10%  increase, 
primarily  related  to  health  and  education. 

• Capital  grants.  $109  million  or  2.1%  increase, 
due  mainly  to  higher  support  for  water  and 
wastewater  management,  housing  and  other  capital 
programs. 

• Disaster/emergency  assistance.  $269  million  or 

120%  increase,  due  mainly  to  livestock  industry 
support. 


• Natural  gas  rebates.  $104  million  decrease,  due  to 
lower  natural  gas  prices. 

Budget-to-Actual  Changes.  Total  expense  (excluding 
pension  provisions)  was  $518  million  lower  than 
budgeted.  Lower-than-budgeted  capital  grants  and 
other  expense  were  partially  offset  by  higher  disaster 
assistance. 

• Operating  expense.  $112  million  decrease,  due  to 
lower  spending  in  most  program  areas. 

• Capital  grants.  $625  million  decrease,  due  mainly 
to  re-scheduling  health  facility  grants  to  future 
years. 

• Disaster/emergency  assistance.  $443  million 
increase,  primarily  for  livestock  industry  support 
and  forest  fire-fighting  costs. 

• Other  expense.  $224  million  decrease,  due  mainly 
to  lower  natural  gas  rebates,  amortization  and 
nominal  sum  disposals. 

Forecast-to-Actual  Changes.  Expense  was  down 
$396  million  from  the  Third  Quarter  forecast 
(excludes  change  in  pension  provisions).  This  was 
mainly  due  to  lower  operating  expense,  amortization 
and  nominal  sum  disposals. 


Expense 

(millions  of  dollars) 


Change  from 

2008-09  2007-08  “ 2007-08 


Budget 

Actual 

Actual 

Budget 

Actual 

Operating  expense 

29,941 

29,829 

27,077 

(112) 

2,752 

Capital  grants 

5,904 

5,279 

5,170 

(625) 

109 

Disaster/emergency  assistance 

50 

493 

224 

443 

269 

Natural  gas  rebates 

325 

225 

329 

(100) 

(104) 

Capital  amortization  and  nominal  sum  disposals 

735 

623 

574 

(112) 

49 

Debt  servicing  costs 

220 

208 

214 

(12) 

(6) 

Total  Expense  (budget  basis) 

37,175 

36,657 

33,588 

(518) 

3,069 

Adjustment  for  nominal  sum  disposals  treatment 

- 

(16) 

- 

(16) 

(16) 

Pension  provisions 

187 

2,041 

2,290 

1,854 

(249) 

Total  Expense 

37,362 

38,682 

35,878 

1,320 

2.804 

Capital  investment 

2,817 

2,315 

1,801 

(502) 

514 

Note  on  Capital  Investment 

In  2008-09,  capital  investment  in  government-owned  facilities  and  equipment  was  $2.3  billion,  an  increase  of  $514  million  from 
2007-08.  Capital  investment  is  not  recorded  as  an  expense;  only  the  amortization  cost  of  government-owned  capital  is  reflected  in 
expense.  Capital  support  to  external  authorities  (including  the  SUCH  sector)  is  treated  as  an  expense  and  is  not  amortized  in  provincial 
government  financial  statements.  Capital  investment  plus  capital  grants  to  external  authorities,  and  support  for  other  infrastructure  equal 
the  total  Capital  Plan  support  provided  by  the  provincial  government.  The  Capital  Plan  does  not  include  amortization  costs. 
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Expense  by  Function 

(millions  of  dollars) 

Change  from 

2008-09  2007-08 

2007-08 

Budget  Actual  Actual 

Budget 

Actual 

% 

Health 

13,461  13,107  12,286 

(354) 

821 

6.7 

Education 

9,315  9,410  8,886 

95 

524 

5.9 

Social  Services 

3,418  3,418  3,117 

- 

301 

9.7 

Transportation,  Communications  and  Utilities 

2,497  2,436  2,306 

(61) 

130 

5.6 

Agriculture,  Resource  Management  and  Economic  Development 

2,141  2,394  1,912 

253 

482 

25.2 

Protection  of  Persons  and  Property 

1,382  1,412  1,293 

30 

119 

9.2 

Regional  Planning  and  Development 

1,068  1,005  755 

(63) 

250 

33.1 

Recreation  and  Culture 

655  620  538 

(35) 

82 

15.2 

Housing 

619  676  538 

57 

138 

25.7 

Environment 

483  414  345 

(69) 

69 

20.0 

General  Government 

1,916  1,557  1,398 

(359) 

159 

11.4 

Debt  Servicing  Costs 

220  208  214 

(12) 

(6) 

(2.8) 

Total  Expense  (budget  basis) 

37,175  36,657  33,588 

(518) 

3,069 

9.1 

Adjustment  for  nominal  sum  disposals  treatment 

(16) 

(16) 

(16) 

n.a. 

Pension  provisions 

187  2,041  2,290 

1,854 

(249) 

(10.9) 

Total  Expense 

37.362  38.682  35.878 

1,320 

2,804 

7.8 

CAPITAL  PLAN 

• The  Capital  Plan  supported  $7.6  billion  of 

• The  decrease  from  budget  primarily  reflected  lower 

capital  projects  in  2008-09.  This  was  an  increase 

support  for  health  facilities,  $282  million  in  the 

of  $623  million,  or  8.9%  from  2007-08  but 

provision  for  cost  escalation  not 

being  required, 

$1.1  billion  lower  than  budgeted. 

and  delays  in  highway  construction  and  a number 

• While  capital  support  increased  in  most  areas  in 

of  other  major  projects. 

2008-09,  support  for  health  facilities  was  lower 
due  to  re-scheduling  of  grants  to  future  years. 

Capital  Plan 

(millions  of  dollars) 

Change  from 

2008-09  2007-08 

2007-08 

Budget  Actual 

Actual 

Budget 

Actual 

Provincial  highway  network 

1,852  1,711 

1,388 

(141) 

323 

Municipal  infrastructure  support 

1,626  1,567 

1,526 

(59) 

41 

Health  facilities  and  equipment 

1,375  970 

1,290 

(405) 

(320) 

Post-secondary  facilities 

841  879 

906 

38 

(27) 

Schools 

624  677 

620 

53 

57 

Government  facilities,  equipment  and  other  capital 

769  603 

375 

(166) 

228 

Housing 

409  438 

349 

29 

89 

Community  facilities 

526  376 

359 

(150) 

17 

Water  and  wastewater  management 

260  373 

158 

113 

215 

Provision  for  capital  cost  escalation  a 

309 

- 

(309) 

- 

Capital  for  emergent  projects  a 

130 

- 

(130) 

- 

Total  Capital  Plan 

8,721  7,594 

6,971 

(1,127) 

623 

Funded  from: 

Current-year  revenue 

1,661  1,314 

2,607 

(347) 

(1,293) 

Capital  Account 

6,865  5,834 

4,174 

(1,031) 

1,660 

Alternative  financing  including  P3s 

195  446 

190 

251 

256 

Total  Capital  Plan 

8,721  7,594 

6,971 

(1,127) 

623 

a Capital  for  emergent  projects  and  the  provision  for  capital  cost  escalation  funding  are  reallocated  to  appropriate  functional  areas  based 

on  the  projects  funded. 
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SPENDING  HIGHLIGHTS  (by  functional  area) 


HEALTH 

• Health  expense  was  $13.1  billion,  an  increase 
of  6.7%  or  $821  million  from  2007-08  but 
$354  million  lower  than  budgeted. 

• The  increase  from  2007-08  includes 
additional  funding  for  health  authority  services, 
supplementary  health  benefits,  human  tissue  and 
blood  services  as  well  as  new  funding  for  Safe 
Communities  Initiatives. 

• Operating  increases  in  2008-09  included: 

» $522  million,  or  8%,  in  base  funding  to  health 
authorities.  Also  provided  was  $97  million  for 
health  authority  net  accumulated  deficits  as 
of  March  31,  2008,  $80  million  for  transition 
costs  in  moving  to  a single  health  authority,  and 
$200  million  in  additional  operating  funding. 

» $318  million,  or  14%,  for  Physician  Services, 
which  reflects  rate  and  volume  increases  under 
the  Tri-lateral  Master  Agreement. 

» $17  million,  or  13%,  for  Human  Tissue  and 
Blood  Services  which  is  a result  of  increased 
utilization  and  lower  exchange  rates. 

The  decrease  from  budget  is  primarily  a result  of 
re-scheduling  of  capital  grant  funding  to  future  years, 
lower  than  anticipated  utilization  of  supplementary 
health  benefits,  savings  from  Mental  Health 


Innovation,  and  delays  in  implementation  of  some 

Safe  Communities  Initiatives. 

Major  Initiatives 

• Released  the  final  Health  Action  Plan  status  report 
on  December  15,  2008  to  document  progress 
made  on  immediate,  three-month,  six-month  and 
nine-month  initiatives  identified  in  the  action 
plan.  The  government’s  Health  Action  Plan  aims 
to  make  the  province  s health  care  system  more 
efficient,  effective  and  sustainable. 

• Consolidated  the  former  nine  regional  health 
authority  boards,  Alberta  Cancer  Board,  Alberta 
Mental  Health  Board  and  the  Alberta  Alcohol 
and  Drug  Abuse  Commission  into  one  Health 
Authority  - Alberta  Health  Services.  The  new 
Health  Authority  is  the  first  major  decision  to 
come  out  of  the  government’s  Health  Action  Plan. 

• Launched  Vision  2020  to  improve  Alberta’s  health 
system  into  the  future.  The  five  goals  of  Vision 
2020  are:  to  provide  the  right  service,  in  the  right 
place,  and  at  the  right  time;  enhance  access  to  high 
quality  services  in  rural  areas;  match  workforce 
supply  to  demand  for  services;  improve  co- 
ordination of  care  and  delivery  of  care;  and  build  a 
strong  foundation  for  public  health. 


2008-09  Comparison  of  Provincial  Government  Health  Expenditures 

(dollars  per  capita) 

4.100 

3.900  1 

3.700 
3,500 
3,300 

3.100 

2.900 

2.700 

N.L.  Alta.  Man.  Sask.  N.S.  N.B.  P.E.I.  B.C.  Ont.  Que. 

Source:  Canadian  Institute  for  Health  Information,  National  Health  Expenditure  Trends,  1975-2008,  2008. 

Notes:  2008-09  expenditures  are  forecasts.  Provincial  Government  Health  Expenditures  refers  to  spending  by  the  Ministry  of  Health  and 
health  related  spending  by  other  government  departments  and  agencies. 
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• Introduced  the  Childrens  Mental  Health  Action 
Plan  to  improve  access  and  address  mental  health 
needs  of  children  and  youth  at  risk.  This  is  another 
component  of  the  government’s  Health  Action 
Plan. 

• Announced  the  Alberta  Pharmaceutical  Strategy  to 
make  drug  coverage  more  accessible,  affordable, 
efficient  and  effective. 

• Developed  the  continuing  care  strategy,  Aging  in 
the  Right  Place,  in  consultation  with  Albertans  as 
outlined  in  Vision  2020.  This  will  enhance  home 
care  through  improved  assessments,  expansion  of 
current  programs  and  increased  daily  personal  care 
hours,  and  will  help  individuals  transition  from 
facilities  to  home  or  community  living. 

• Introduced  the  Human  Papillomavirus  (HPV) 
Immunization  program.  All  girls  who  entered 
Grade  5 in  September  2008  were  eligible  for  a 
vaccination  to  prevent  70  per  cent  of  cervical 
cancers. 

• Required  retailers,  effective  July  1,  2008,  to  remove 
all  advertising  and  to  store  tobacco  products  out 
of  sight.  In  addition,  effective  January  1,  2009, 
the  sale  of  tobacco  products  in  pharmacies,  stores 
that  contain  pharmacies,  health-care  facilities 

and  public  post-secondary  institutions  became 
prohibited. 

• Safe  Communities  initiatives  included:  Addiction 
Prevention  in  Schools,  Provincial  Family  Violence 
Treatment  Program  including  Addiction  Treatment, 
Provincial  Diversion  Program,  Mobile/ Outreach/ 
Street  Intervention  Teams  and  additional  beds  for 
mental  health  and  addiction  issues. 

Capital  Plan 

• Renovation  and  redevelopment  projects  included 
the  ambulatory  care  and  emergency  departments 
at  the  Northern  Lights  Regional  Health  Centre  in 
Fort  McMurray,  the  emergency  department  and 
the  endoscopy  suite  in  Grande  Prairie’s  Queen 
Elizabeth  II  Hospital,  the  Viking  Health  Centre, 
the  new  Eastwood  Primary  Health  Care  Centre 
in  Edmonton,  the  new  Edmonton  Clinic,  a new 
primary  care  clinic  in  the  Sheldon  M.  Chumir 
Health  Centre  in  Calgary,  and  upgrading  of  the 
Richmond  Road  Diagnostic  and  Treatment  Centre 
in  Calgary. 

• Acute  care  projects  included  the  expansions  of 
the  Foothills  Medical  Centre,  Peter  Lougheed 
Centre  and  Rockyview  General  Hospital,  the 


new  South  Calgary  Health  Campus  in  Calgary, 
a new  orthopedic  surgical  facility  at  the  Royal 
Alexandra  Hospital,  the  Mazankowski  Alberta 
Heart  Institute,  and  redevelopment  of  the  Grey 
Nuns  Community  Hospital  in  Edmonton,  and 
replacement  of  the  Fort  Saskatchewan  Health 
Centre. 

• Funding  for  new  facilities  for  radiation  therapy 
and  cancer  clinics  in  Lethbridge  and  Red  Deer 
to  support  the  North-South  Radiation  Therapy 
Corridor. 

• Funding  for  continuing  care  projects  included  the 
new  Garrison  Green  Care  Centre  in  Calgary,  the 
replacement  of  the  Good  Samaritan  Care  Centre 
in  Stony  Plain,  replacement  of  the  Vegreville 
Care  Centre,  and  continuing  care  facilities  for 
Extendicare  Eaux  Claires  and  Covenant  Health 
Pine  View  in  Edmonton. 

• Enhancements  to  improve  hand  hygiene  in  health 
facilities  in  support  of  the  Provincial  Review  of 
Infection  Prevention  and  Control  report. 

• Maintenance  upgrades  to  fire  safety  systems,  as 
well  as  roofing,  heating,  ventilation  and  cooling 
systems  in  seven  health  regions. 

EDUCATION 

• Education  expense  was  $9.4  billion  in  2008-09,  an 
increase  of  5.9%  or  $524  million  from  2007-08. 

• The  increase  from  2007-08  mainly  reflected 
greater  operating  support  for  basic  and  post- 
secondary education. 

Major  Initiatives 

Kindergarten  to  Grade  12  Education 

• Increased  operating  support  for  public  and  separate 
schools  (excluding  adjustments  for  unfunded 
pension  liabilities)  by  $204  million,  or  4.2%  from 
2007-08.  Support  for  school  facilities,  including  P3 
construction  in  progress,  increased  by  7%. 

• Hired  more  than  2,900  new  teachers  over  the  last 
five  years  to  reduce  class  sizes  under  the  Small  Class 
Size  Initiative,  provided  improved  access  to  early 
learning  opportunities  under  the  Early  Learning 
Initiative,  and  supported  school  boards  to  improve 
high  school  completion  rates. 

• Supported  students  with  visual  impairments  and 
innovative  technology  in  classrooms.  Enhanced 
career  and  technology  studies  programs. 
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• Consulted  on  the  importance  of  having  an 
education  20  years  from  now  {Inspiring  Education) , 
on  a new  education  framework  for  students  with 
disabilities  (Setting  the  Direction ),  and  on  how 
education  programs  can  be  supportive,  flexible  and 
consistent  with  students’  needs  (Speak  Out). 

Advanced  Education 

• Base  operating  support  for  post-secondary 
institutions  increased  by  $145  million  from 
2007-08.  This  included  a 6%  grant  rate  increase. 

• Continued  implementation  of  the  Roles  and 
Mandates  Policy  Framework  for  Alberta’s  Publicly 
Funded  Advanced  Education  System. 

• Released  the  Alberta  Access  Planning  Framework 
to  promote  collaboration  among  post-secondary 
institutions  and  address  the  need  for  new  programs 
or  the  expansion  of  existing  programs. 

• Funded  949  new  spaces  in  health  programs  at 
post-secondary  institutions  for  the  2008-09 
academic  year. 

• Funded  2,447  new  certificate,  diploma  and  degree 
spaces  at  post-secondary  institutions  and  created 
over  900  additional  apprenticeship  technical 
training  seats. 

• Continued  implementation  of  the  Affordability 
Framework  initiatives  for  student  financial 
assistance  including  increasing  living  allowances 
by  5%,  increasing  the  annual  loan  limits  to 
$13,300  per  year,  increasing  the  part-time 
earnings  exemption  to  $800  per  month,  removing 
all  scholarships  as  a resource,  and  reducing  the 
variable  interest  rate  on  Alberta  direct  student 
loans  to  the  prime  lending  rate  and  the  fixed  rate 
to  prime  plus  2%. 

• Provided  additional  $2.25  million  to  the 
Community  Adult  Learning  Program  to  increase 
access  to  literacy  and  lifelong  learning  programs 
and  services  for  adult  learners  in  37  Alberta 
communities. 

• Provided  $46  million  through  the  Access  to 
the  Future  Fund  to  match  donations  and  fund 
innovative  advanced  learning  system  projects. 

• Awarded  $70  million  in  scholarships,  the  most 
ever  and  a significant  increase  over  the  prior  year 
as  a result  of  an  expansion  of  graduate  scholarships 
within  the  Achievement  Scholarships  program  and 
the  increased  investment  in  the  Alberta  Heritage 
Scholarship  Endowment  Fund. 


• Provided  $12.6  million  to  support  WorldSkills 
Calgary  2009  as  part  of  the  government’s 
overall  $24  million  commitment.  This  event 
creates  awareness  of  the  high  quality  career 
opportunities  in  the  trades  and  technologies, 
and  the  commitment  supported  the  acquisition 
of  state-of-the-art  training  equipment  for  use  by 
apprenticeship  students. 

Capital  Plan 

• Provided  $879  million  to  support  expansion 
and  preservation  of  post-secondary  facilities, 
comprising  $699  million  for  expansion  and 
$180  million  for  capital  maintenance  and  renewal. 

• New  projects  in  2008-09  included  expansion  of 
the  science  facilities  at  Mount  Royal  College  and 
Grant  MacEwan  College,  renovations/expansions 
at  the  Medical  faculties  at  University  of  Alberta 
and  the  University  of  Calgary,  Foothills  Campus 
Development  at  the  University  of  Calgary,  and  34 
capital  maintenance  and  renewal  projects. 

• Completed  12  new  schools,  4 additions,  and 
replaced  or  modernized  1 1 schools.  Approved  1 06 
modular  classrooms. 

• The  Alberta  Schools  Alternative  Procurement 
Phase  One  (ASAP  1)  will  construct  18  schools  in 
Edmonton  and  Calgary  as  a P3  project.  Planning 
for  a second  phase  of  ASAP  school  construction 
continued. 

SOCIAL  SERVICES 

• Social  services  expense  was  $3.4  billion  in 
2008-09,  an  increase  of  9.7%  or  $301  million 
from  2007-08,  but  unchanged  from  budget. 

• The  increase  from  2007-08  was  mainly  due  to 
higher  monthly  income  support  benefits,  financial 
benefits  and  caseloads  for  the  Assured  Income  for 
Severely  Handicapped  (A1SH)  program,  increases 
for  child  care  and  child  intervention  services, 
funding  to  Persons  with  Developmental  Disabilities 
Boards  (PDD)  for  agency  staff  retention  and 
recruitment,  and  staff  salary  settlements. 

Major  Initiatives 

• Total  funding  for  AISH  increased  by  almost  5% 
due  to  caseload  growth  and  the  full-year  impact 
of  the  increase  in  monthly  financial  assistance  to 
$1,088  effective  January  1, 2008. 
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• Monthly  income  support  benefits  were  increased 
and  earnings  exemptions  doubled  for  workers  who 
qualify  for  income  support  assistance. 

• Continuing  care  system  expanded  with  890 
new  units  and  modernization  of  263  units.  In 
addition,  over  1,900  units  are  at  various  stages 
of  modernization  with  funding  from  the  Lodge 
Renovation  and  Repairs  program.  Monitored  468 
licensed  supportive  living  facilities  and  147  lodges, 
and  inspected  176  long-term  care  facilities,  to  seek 
quality  improvements. 

• Implemented  the  Personal  Directives  registry 
which  gives  Albertans  the  option  of  registering 
their  personal  directive. 

• Developed  the  Six  Priority  Areas  for  Action 
for  PDD  to  promote  consistency,  clarity  of 
mandate,  long-term  sustainability,  efficiency  and 
effectiveness. 

• Implemented  strategies  to  increase  and  sustain 
quality  child  care  spaces,  recruit  and  retain  child 
care  staff  and  provide  assistance  to  low  and  middle 
income  families.  Supported  the  creation  of  over 
8,000  new  child  care  spaces  and  the  purchase  and 
installation  of  modular  units  to  support  the  space 
creation  initiative. 

• Expanded  the  Fetal  Alcohol  Spectrum  Disorder 
Network  Program  from  7 to  12  networks, 

to  coordinate  targeted  prevention  programs, 
assessment  and  diagnosis  services,  and  support 
families  affected  by  the  disorder. 

• Enhanced  the  Protection  of  Sexually  Exploited 
Children  Act  to  provide  better  needs  assessment. 

• Implemented  Prevention  of  Family  Violence 
and  Bullying  Strategies  including  93  projects  in 
5 1 communities.  Expanded  the  safe  visitation 
program  to  7 sites  and  funded  12  communities 
that  provide  victim  support  services. 

AGRICULTURE,  RESOURCE 
MANAGEMENT  AND  ECONOMIC 
DEVELOPMENT 

• Expense  was  $2.4  billion  in  2008-09,  an  increase 
of  23%  or  $482  million  from  2007-08  and 
$233  million  from  budget. 

• The  increase  from  2007-08  mainly  reflected 
the  second  phase  of  the  Alberta  Farm  Recovery 
Plan,  which  provided  assistance  to  transition 


the  livestock  industry  toward  more  competitive 
production  and  marketing. 

• The  increase  from  budget  also  mainly  reflected 
higher  support  for  the  Farm  Recovery  Plan. 

Major  Initiatives 

• Provided  over  $31  million  for  the  Film 
Development  program,  an  increase  of  $13  million. 

• Released  the  Foreign  Qualifications  Recognition 
Plan  for  Alberta  in  November  2008,  to  improve 
the  integration  of  immigrants  into  Alberta’s  labour 
market,  recognizing  the  critical  role  of  employers, 
educational  institutions,  professional  regulatory 
organizations  and  immigrant  servicing  agencies. 

® Expanded  the  Alberta  Immigrant  Nominee 
Program  to  include  family  members. 

• Released  Alberta's  Action  Plan  for  Bringing 
Technology  to  Market  which  is  intended  to  build  a 
community  of  researchers,  mentors,  investors  and 
businesspeople  who  can  support  and  encourage 
technology  to  be  brought  to  market. 

• Allocated  $ 1 00  million  to  the  Alberta  Enterprise 
Corporation  which  will  invest  in  promising 
companies  in  priority  sectors  to  stimulate  growth 
in  Alberta’s  high  technology. 

• Developed  The  Roles  and  Mandates  Framework 
for  Alberta's  Provincially  Funded  Research  and 
Innovation  System  which  consolidates  and 
reorganizes  provincially-funded  research  and 
innovation  organizations. 

TRANSPORTATION,  COMMUNICATIONS 
AND  UTILITIES 

• Expense  was  $2.4  billion  in  2008-09,  an  increase 
of  5.6%  or  $130  million  from  2007-08,  but 
$61  million  lower  than  budgeted. 

• The  increase  from  2007-08  primarily  reflected 
greater  support  for  municipal  infrastructure, 
including  water  and  wastewater  capital  support 
for  Fort  McMurray,  and  provincial  highway 
maintenance  and  preservation. 

• The  decrease  from  budget  primarily  reflected 
lower  natural  gas  rebates. 

Major  Initiatives 

• Provided  $1.4  billion  to  municipalities,  primarily 
to  address  local  transportation  infrastructure 
priorities  through  grant  programs  such  as  the 
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Alberta  Municipal  Infrastructure  Program, 

Alberta  Cities  Transportation  Partnership,  Streets 
Improvement  Program,  Rural  Transportation 
Partnership  and  Water  for  Life  program. 

• Provided  $225  million  in  rebates  to  Albertans 
under  the  Natural  Gas  Rebate  program. 

Capital  Plan 

• $1.4  billion  in  municipal  infrastructure  grants,  an 
increase  of  $162  million  from  2007-08.  The  grants 
include  $313  million  for  water  and  wastewater 
infrastructure. 

• $1.7  billion  in  capital  investment  for  the  provincial 
highway  network,  an  increase  of  $375  million 
from  2007-08.  Projects  included: 

» The  Northeast  section  of  ring  road  in  Calgary. 
The  project  will  involve  25  kilometres  of  six-lane 
roadway,  nine  interchanges,  two  flyover  crossings 
and  29  total  bridge  structures. 

» The  Northwest  Anthony  Henday  Ring  Road, 
which  includes  21  kilometres  of  four  and  six- 
lane  divided  freeway,  29  bridges,  five  fly-overs, 
eight  interchanges,  and  two  rail  crossings. 

» Twinning  of  Highway  63  south  of  Fort 
McMurray. 

» A Design-Build  contract  was  awarded  to 
construct  an  interchange  at  Anthony  Henday 
Drive/Stony  Plain  Road.  The  Design-Build 
approach  will  reduce  the  duration  of  the  project 
by  one  year. 

» Rehabilitation  and  preservation  of  highways 
and  roads  throughout  the  province:  1 ,347  km 
of  highways  were  repaved  and  79  bridges  were 
preserved. 

PROTECTION  OF  PERSONS  AND 
PROPERTY 

• Expense  was  $1.4  billion  in  2008-09,  an  increase 
of  $1 19  million  or  9.2%  from  2007-08,  and 
$30  million  from  budget. 

• The  increase  from  2007-08  primarily  reflected 
increases  for  Traffic  Safety  Plan  initiatives, 
prosecution  and  court  services,  policing  and 
correctional  services  and  Safe  Communities 
initiatives. 

• The  increase  from  budget  reflected  higher  costs 
for  fighting  forest  fires. 


Major  Initiatives 

• Key  projects  under  the  Alberta  Traffic  Safety  Plan: 
Saving  Lives  on  Alberta’s  Roads  included  initiatives 
to  help  prevent  motor  vehicle  collisions,  enforce 
traffic  laws,  build  safer  roads,  and  better  educate  all 
Albertans  about  traffic  safety. 

• The  Community  Mobilization  Strategy  to  engage 
and  support  local  law  enforcement,  health, 
education  and  industry  groups  in  meeting 
community-based  Alberta  Traffic  Safety  Plan 
objectives.  This  included  the  development  of  an 
Aboriginal  Traffic  Safety  Strategy  in  collaboration 
with  Metis  and  First  Nation  Elders  and  other 
stakeholders. 

• Introduced  2008-2010  Alberta  Traffic  Safety 
Communications  Plan  to  educate  road  users  on  safe 
driving  basics  and  habits,  and  promote  positive 
driver  attitudes. 

• Took  measures  to  reduce  impaired  driving  such  as 
the  new  mandatory  Ignition  Interlock  Program. 
Drivers  under  this  program  are  required  to  have 
an  alcohol  sensor  attached  to  their  vehicle  ignition 
before  being  allowed  to  drive.  In  addition,  the 
province  became  the  first  jurisdiction  in  Canada 
to  enable  licence  suspensions  for  drug  impairment 
offences.  The  Enhanced  Alberta  Checkstop 
Program  with  over  50  Checkstops  also  helped  to 
make  Alberta’s  roads  safer. 

• Issued  Ensuring  the  Safety  of  our  Children:  A 
Report  on  School  Bus  Safety  in  Alberta  and  began 
implementing  the  recommendations. 

• Established  the  Safe  Communities  Secretariat 
to  implement  the  Crime  Reduction  and  Safe 
Communities  Task  Force  recommendations. 

• Added  new  prosecution  staff  (including  26 
prosecutors)  to  improve  bail  hearings,  and 
prosecute  serious  and  violent  crime. 

• Increased  court  resources  to  respond  to  increasing 
volumes  and  complexity  of  court  cases. 

• Expanded  the  Provincial  Court  Civil  Claims 
Mediation  Program  to  Wetaskiwin  for  use  in 
resolving  conflicts  through  a mediator. 

• Established  a Law  Information  Centre  in  Calgary 
to  help  individuals  learn  about  court  procedures, 
legal  advice  options  and  alternatives  to  court. 

• Launched  a web-based  public  awareness  campaign 
aimed  at  young  workers,  as  part  of  the  Work  Safe 
Alberta  initiative. 
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REGIONAL  PLANNING  AND 
DEVELOPMENT 

• Expense  was  $1  billion  in  2008-09,  33% 
or  $250  million  higher  than  2007-08,  but 
$63  million  lower  than  budgeted. 

• The  increase  from  2007-08  primarily  reflected 
increased  support  under  the  Municipal 
Sustainability  Initiative  and  through  the  First 
Nations  Development  Fund. 

• The  decrease  from  budget  mainly  reflected  lower 
Alberta  Capital  Finance  Authority  loan  activity. 

Major  Initiatives 

• Provided  $500  million  to  municipalities  under  the 
Municipal  Sustainability  Initiative. 

• Provided  $4.7  million  from  the  Community 
Development  Trust  primarily  for  aboriginal 
economic  development  and  workplace  and  sectoral 
productivity  initiatives. 

OTHER  PROGRAM  EXPENSE 

• Other  program  expense  was  $3.3  billion  in 
2008-09.  This  was  an  increase  of  15.9%  or 
$448  million  from  2007-08,  but  $406  million 
lower  than  budget. 

• The  increase  from  2007-08  primarily  reflected 
increased  spending  on  housing,  cultural  facilities, 
climate  change  initiatives  and  facility  maintenance 
and  accommodations. 

• The  decrease  from  budget  primarily  reflected 
lower-than-expected  spending  on  recreation  and 
cultural  facilities,  on  facility  maintenance  and 
accommodations,  and  re-scheduling  of  Canada 
ecoTrust  spending  to  future  years. 

Major  Initiatives 

Recreation  and  Culture.  $620  million,  a 15% 

increase  from  2007-08. 

• Approved  141  grants  totalling  $162  million 
through  the  Major  Community  Facilities 
Program  including  $140  million  in  projects 
originally  budgeted  and  $19  million  through  the 
Government  of  Canadas  Building  Canada  Fund 
for  the  Art  Gallery  of  Alberta  and  Heritage  Park  in 
Calgary. 

• Provided  a $9  million  increase  to  the  Alberta 
Foundation  for  the  Arts  to  support  the 
implementation  of  The  Spirit  of  Alberta:  Alberta's 
Cultural  Policy. 


• Provided  $20  million  for  the  initial  year  of  the 
Community  Spirit  Donation  Grant  Program 
benefiting  1 ,496  Alberta-based  non-profit  and 
charitable  organizations. 

• Provided  $40  million  to  support  the  construction 
of  a new  TELUS  World  of  Science  Creative  Kids 
Museum  near  the  Calgary  Zoo. 

• Provided  $50  million  for  phase  one  of  the 
development  of  the  Capital  Region  River  Valley 
Park,  stretching  from  Devon  to  Fort  Saskatchewan. 

• Provided  an  additional  $20  million  for  the 
Canadian  Winter  Sport  Institute  (Calgary 
Olympic  Development  Association).  In  total,  the 
government  has  committed  $69  million  to  this 
initiative. 

Housing.  $676  million,  a 26%  increase  from 

2007-08.  Projects  supported  included: 

• Over  $84  million  for  3 1 Affordable  Supportive 
Living  projects  involving  over  1,150  units. 

• $36  million  for  29  projects  under  the  Lodge 
Renovation  and  Repairs  program. 

• A $91  million  increase  to: 

» Continue  to  meet  the  provincial  mandate  of 
developing  1 1 ,000  new  affordable  housing  units. 

» Maintain  housing  programs  already  in  place  for 
low-income  Albertans. 

» Support  the  operations  of  homeless  and 
emergency  shelters,  and  organizations  offering 
outreach  support  services  for  the  homeless. 

Environment.  $414  million,  a 20%  increase  from 

2007-08.  Major  initiatives  included: 

• Supporting  Watershed  Planning  and  Advisory 
Councils,  key  partners  in  implementing  Alberta’s 
Water  for  Life  strategy.  Each  council  leads 
watershed  planning,  reports  on  the  state  of  the 
watershed,  ensures  a high  level  of  protection  of  the 
aquatic  ecosystem,  and  facilitates  more  efficient 
water  use. 

• Launching  a new  provincial  consumer  incentive 
program  for  energy  efficient  purchases.  Rebates 
are  available  to  existing  homeowners  who  improve 
their  energy  efficiency,  to  new  home  buyers 

who  purchase  energy  efficient  homes  and  to  taxi 
operators  who  are  transitioning  their  fleet  to 
hybrid  vehicles. 
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• Industry  paid  $85  million  into  the  Climate 
Change  and  Emissions  Management  Fund 
for  the  compliance  period  2008,  the  first  full 
year  of  mandatory  targets.  These  funds  will  be 
provided  to  the  Climate  Change  and  Emissions 
Management  Corporation,  an  independent 
not-for-profit  organization,  which  will  invest  in 
initiatives  and  projects  that  support  developing 
and  implementing  transformative  technologies  that 
will  reduce  greenhouse  gas  emissions  and  improve 
our  ability  to  adapt  to  climate  change. 

• Initiated  the  One  Simple  Act  and  the  Alberta 
Conservation  Team  as  three-year  parallel  programs 
to  inspire  environmental  stewardship. 

• Assessed  air  management  plans  from  the 
Capital  Airshed  Partnership,  Parkland  Airshed 
Management  Zone  and  Calgary  Regional  Airshed 
Zone. 

General  Government.  $1.6  billion,  an  1 1.4% 
increase  from  2007-08.  This  mainly  reflected 
increased  requirements  related  to  taking  over  the 
pre- 1992  Teachers’  Pension  Plans,  higher  lease  costs, 
and  increased  facility  preservation  and  amortization 
expense.  The  decrease  from  budget  mainly  reflected 
the  funds  set  aside  for  capital  cost  escalation  not  being 
required,  Capital  for  Emergent  Projects  lapse  and 
transfers,  transfers  to  capital  investment  and  unspent 
capital  planning  funds. 

DEBT  SERVICING  COSTS 

• Debt  servicing  costs  primarily  represent  the 
interest  paid  on  unmatured  accumulated  debt 
and  interest  costs  related  to  Agriculture  Financial 
Services  Corporation’s  lending  operations. 

• Debt  servicing  costs  were  $208  million  in 
2008-09,  a decrease  of  $6  million  from  2007-08 
and  $12  million  from  the  budget  estimate, 
primarily  due  to  lower  debt  and  in-year  financing 
requirements. 

• Sufficient  funds  have  been  set  aside  in  the  Debt 
Retirement  Account  to  repay  the  outstanding 
$1.2  billion  in  accumulated  debt  as  it  matures. 


Accumulated  Debt 

(millions  of  dollars) 

2008-09 

2007-08 

Accumulated  debt  at  start  of  year 
Repayment  of  debt  maturities 

1,784 

(624) 

2,030 

(246) 

Accumulated  debt  at  end  of  year 
Less  Debt  Retirement  Account 

1,160 

1,175 

1,784 

1,794 

Accumulated  Debt 
less  Debt  Retirement  Account3 

(15) 

(10) 

a The  assets  in  the  Debt  Retirement  Account  exceded 
unmatured  accumulated  debt  by  $15  million. 


PENSION  PROVISIONS 

• Pension  liabilities  in  respect  of  public  sector 
pension  plans  increased  by  $2  billion  in  2008-09. 

• $1.7  billion  of  the  increase  reflected  the  change  in 
the  discount  rate  used  to  calculate  the  pre- 1992 
Teachers’  Pension  Plans  liability. 

• In  addition,  overall  pension  liabilities  increased  by 
a net  $341  million  in  2008-09. 

• This  year,  the  government  is  also  recognizing  a 
liability  for  the  Local  Authorities  Pension  Plan 
(LAPP),  as  organizations  that  are  controlled  by 
the  Province  are  the  employers.  This  results  in 
an  opening  adjustment  increasing  government 
liabilities  by  $157  million.  A year-over-year 
increase  of  $29  million  for  LAPP  is  included  in  the 
overall  net  $341  million  pension  liability  increase 
above. 

• For  purposes  of  the  Fiscal  Responsibility  Act,  the 
annual  change  in  pension  liabilities  is  excluded 
from  expense  and  fiscal  framework  requirements. 


Pension  Liabilities 

Government  obligations  for  pension  plan  liabilities 

(millions  of  dollars) 


2008-09 

2007-08 

Teachers'  Pension  Plans 
- Pre-1992  unfunded  liability 

8,478 

6,776 

- Post-1992  unfunded  liability 

300 

79 

Public  Service  Management  (Closed) 

650 

699 

Universities  Academic 

266 

205 

Local  Authorities  Pension  Plan 

186 

- 

Special  Forces 

112 

50 

Members  of  the  Legislative  Assembly 

50 

50 

Management  Employees 

35 

20 

Provincial  Judges  and  Masters  in  Chambers 

4 

4 

Total  Pension  Liabilities 

10,081 

7,883 

EXECUTIVE  SUMMARY 
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REVENUE  HIGHLIGHTS 

TOTAL  REVENUE 

• Total  revenue  was  $35.8  billion,  $2.5  billion, 
or  6.5%  lower  than  in  2007-08.  Revenue  was 
$2.9  billion,  or  7.6%  lower  than  budgeted. 

• The  decrease  from  budget  was  primarily  due  to 
lower  investment  income. 

• The  decrease  from  2007-08  was  mainly  due  to 
lower  investment  income  and  corporate  income 


tax  revenue,  partly  offset  by  higher  federal 
transfers,  resource  revenue  and  personal  income 
tax  revenue. 

• The  $178  million  increase  from  the  Third 

Quarter  forecast  was  due  mainly  to  higher  income 
tax  revenue,  offset  by  lower  resource  revenue  and 
federal  transfers. 


Revenue 


(millions  of  dollars) 

2008-09 

Budget  Actual 

Change  from 

2007-08 

Actual 

Budget 

2007-08 

Actual 

Personal  income  tax 

8,614 

8,708 

8,271 

94 

437 

Corporate  income  tax 

3,774 

4,252 

4,695 

478 

(443) 

Other  taxes 

3,770 

3,641 

3,573 

(129) 

68 

Non-renewable  resource  revenue 

11,709 

11,915 

1 1 ,024 

206 

891 

Transfers  from  Government  of  Canada 

3,795 

4,185 

3,048 

390 

1,137 

Investment  income 

2,011 

(1,919) 

2,414 

(3,930) 

(4,333) 

Net  income  from  commercial  operations 

2,465 

2,211 

2,331 

(254) 

(120) 

Premiums,  fees  and  licences 

1,822 

1,991 

2,062 

169 

(71) 

Other 

783 

821 

751 

38 

70 

Increase  in  equity  of  SUCH  sector  organizations 

n.a. 

38 

156 

n/a 

(118) 

Adjustment  for  nominal  sum  disposals  treatment 

- 

(16) 

- 

(16) 

(16) 

Total  Revenue 

38,743 

35,827 

38,325 

(2,954) 

(2,498) 

Non-Renewable  Resource  Revenue 

• Resource  revenue  reached  $1 1.9  billion  in 
2008-09,  $891  million  higher  than  in  2007-08 
and  $206  million  higher  than  budgeted. 

• Energy  prices  exhibited  extreme  volatility  in 
2008-09.  Oil  prices  increased  dramatically  early 
in  the  fiscal  year,  peaking  at  US$147  per  barrel  in 
July  2008,  before  reaching  lows  of  about  US$34 
by  December,  as  global  economic  conditions 
deteriorated.  Natural  gas  prices  followed  a similar 
pattern,  primarily  due  to  the  impact  of  the 

US  recession  on  demand  and  increased  North 
American  supplies  from  US  shale  gas  development. 

• Oil  prices  averaged  US$85.94  per  barrel  (WTI), 
$3.69  higher  than  in  2007-08  and  $7.94  higher 
than  the  budget  estimate. 


2008-09  Oil  / Natural  Gas  Price  Volatility 


Oil  Price 
(WTI  US$/b) 


Gas  Price 
(ARP  C$/GJ) 


Oil 


Natural  Gas 


• Natural  gas  prices  averaged  Cdn$6.97  per 

gigajoule,  $1.05  higher  than  in  2007-08  but  just 
22  cents  higher  than  budgeted. 


lower  prices  per  hectare  partly  offset  by  an  increase 
in  the  number  of  hectares  sold. 


• Revenue  from  bonuses  and  sales  of  Crown  leases 
was  $244  million  higher  than  budgeted,  but 
$41  million  lower  than  in  2007-08,  reflecting 


• Alberta’s  new  royalty  framework,  implemented 
January  1,  2009,  is  more  sensitive  to  prices  and 
production  rates. 


14 


CONSOLIDATED  FINANCIAL  STATEMENTS 


Tax  Revenue 

• Tax  revenue  was  $16.6  billion,  about  the  same  as 
2007-08,  but  $443  million  higher  than  budgeted. 

• Personal  income  tax  revenue  was  $8.7  billion, 
$437  million  higher  than  in  2007-08  due  to 
personal  income  growth,  and  $94  million  higher 
than  budgeted  due  to  a positive  adjustment  to 
prior  years’  estimates.  The  increases  reflect  higher 
income  growth.  Excluding  prior  years’  adjustments 
in  both  2007-08  and  2008-09,  the  underlying 
increase  in  personal  income  tax  revenue  was  5-9%. 

• Corporate  income  tax  revenue  was  $4.3  billion. 
This  was  $433  million  lower  than  in  2007-08,  but 
$478  million  higher  than  the  budget  estimate.  The 
increase  from  budget  was  primarily  due  to  the  high 
energy  prices  and  resulting  strong  corporate  profits 
in  the  first  half  of  the  year. 

• Other  tax  revenue  was  $3.6  billion,  $68  million 
higher  than  in  2007-08  but  $129  million  lower 
than  the  budget  estimate.  The  increase  from 

2007- 08  was  primarily  due  to  higher  education 
property  tax  and  insurance  taxes.  The  decrease  from 
budget  was  mainly  due  to  lower-than-expected 
tobacco,  freehold  mineral  rights  and  fuel  taxes. 

Transfers  from  Government  of  Canada 

• Transfers  from  Government  of  Canada  were 
$4.2  billion,  $1.1  billion  higher  than  in  2007-08 
and  $390  million  higher  than  the  budget  estimate. 

• The  increase  from  2007-08  was  primarily  due 
to  higher  transfers  for  agricultural  support  and 
positive  adjustments  to  prior  years’  estimates  for 
health  and  social  programs. 

• The  increase  from  budget  primarily  reflected 
positive  adjustments  to  prior  years’  estimates 
for  health  and  social  transfers,  offset  by  reduced 
agricultural  support  requirements  and  the  re- 
scheduling of  funds  under  several  specific  trust 
agreements  to  future  years. 

Investment  Income 

• Investment  income  was  negative  $1.9  billion  in 

2008- 09,  $4.3  billion  less  than  in  2007-08  and 


$3.9  billion  less  than  budgeted.  The  liquidity 
crisis  and  global  recession  caused  a major  decline 
in  financial  markets  beginning  in  the  fall  of  2008. 
This  caused  the  Heritage  Fund  and  endowment 
funds  to  lose  $3  billion,  primarily  from  equity 
investments.  Other  shorter-term  savings  had 
income  of  $ 1 . 1 billion. 


Performance  of  Major  Stock  Markets 


Net  Income  of  SUCH  Sector 
Organizations 

• The  net  increase  in  equity  of  Crown-controlled 
SUCH  sector  organizations  was  $38  million, 

$118  million  lower  than  in  2007-08.  The  increase 
comprised  a $ 1 1 7 million  school  board  increase, 
an  $83  million  post-secondary  institution  increase, 
less  a $162  million  health  authority  decrease. 

Other  Revenue 

• Revenue  from  all  other  sources  was  $3  billion, 
$121  million  lower  than  2007-08  and  $47  million 
lower  than  budgeted.  The  decreases  were  primarily 
due  to  lower  net  income  from  commercial 
enterprises,  partially  offset  by  higher  premiums, 
fees  and  licenses  revenue. 

• Alberta  Treasury  Branches  net  income  was 
$256  million  lower  than  budgeted,  primarily  due 
to  write-downs  of  $225  million  related  to  asset 
backed  commercial  paper. 

• Revenue  from  Energy  Resources  Conservation 
Board  levies  was  $109  million  in  2008-09,  an 
increase  of  $18  million  from  2007-08. 


Energy  Prices  and  Exchange  Rates 

Fiscal  year  averages,  1997-98  to  2008-09 

97-98  98-99  99-00  00-01  01-02  02-03  03-04  04-05  05-06  06-07  07-08  08-09 

Oil  Price  (WTI  US$/bbl)  18.93  13.70  23.18  30.20  24.13  29.04  31.38  45.03  59.94  64.89  82.25  85.94 

Natural  Gas  Price  (Cdn$/GJ)  1.76  1.89  2.52  5.76  3.57  4.72  5.45  6.05  8.29  5.94  5.92  6.97 

Exchange  Rate  (USc/Cdn$)  71.3  66.6  68.0  66.5  63.9  64.6  74.0  78.4  83.9  87.9  97.1  89.59 


EXECUTIVE  SUMMARY 
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NET  FINANCIAL  AND  CAPITAL  ASSETS 


At  March  31,  2009,  Government  of  Alberta  financial 
and  capital  assets  exceeded  liabilities  by  $46.3  billion. 
This  included  $13.8  billion  in  capital  assets  and 
$3.6  billion  in  equity  in  Crown-controlled  SUCH 
sector  organizations.  Net  assets  were  $2.9  billion 
lower  than  at  March  31,  2008,  primarily  due  to  losses 
in  value  of  the  Heritage  Fund  and  endowment  funds. 

FINANCIAL  ASSETS 

$57.6  billion  as  at  March  31,  2009. 

• Heritage  Fund.  $13.8  billion  (book  value),  a 
decrease  of  $2.6  billion  from  March  31,  2008. 

• Endowment  funds.  $2.5  billion,  a decrease  of 
$0.7  billion  from  March  31,  2008.  In  addition, 
there  was  $0.7  billion  in  the  Alberta  Cancer 
Prevention  Legacy  Fund,  Climate  Change  and 
Emissions  Management  Fund  and  the  Alberta 
Enterprise  Fund. 

• Sustainability  Fund.  $9.8  billion.  This  includes 
the  $2.2  billion  allocated  for  Carbon  Capture 
and  Storage  and  GreenTRIP  initiatives.  Under 
the  new  Fiscal  Responsibility  Act,  these  amounts 
and  Capital  Account  assets  are  being  consolidated 
into  the  Sustainability  Fund.  Additional  cash  of 
$1.5  billion  from  2008-09  fourth  quarter  results 
will  also  be  deposited  in  the  Fund  in  2009-10. 

• Capital  Account.  $7  billion,  a decrease  of 
$0.5  billion  from  March  31,  2008. 


Capital  Account 

(millions  of  dollars) 

2008-09 

2007-08 

Assets  at  start  of  year 

7,472 

6,091 

Allocations  to  Capital  Account 

5,336 

5,555 

Withdrawals 

Local  authority  capital 

(4,226) 

(3,012) 

Government-owned  capital 

(1,608) 

(1,162) 

Assets  at  End  of  Year 

6,974 

7,472 

• Equity  in  commercial  enterprises.  $2.3  billion, 
primarily  equity  in  Alberta  Treasury  Branches. 

• Equity  in  Crown-controlled  SUCH  sector 
organizations.  $3.6  billion,  including  $2.6  billion 
in  post-secondary  institutions,  $654  million 

in  school  boards,  and  $304  million  in  health 
authorities  and  boards. 

• Other  financial  assets.  $7.4  billion.  A further 
$1.5  billion  in  cash  from  2008-09  fourth  quarter 
results  will  be  transferred  after  March  3 1 , 2009  to 
the  Sustainability  Fund  in  2009-10.  The  remaining 
$5.9  billion  represents  accounts  and  interest 
receivable,  natural  gas  royalty  deposits,  and  cash 
associated  with  future  liabilities  such  as  federal 
transfers  and  corporate  income  tax  refunds. 

LIABILITIES 

$27.2  billion  as  at  March  31,  2009. 

• Pension  liabilities.  $10.1  billion,  of  which 

$8.8  billion  related  to  the  Teachers’  Pension  Plans. 

• Self-supporting  lending  organizations. 

$8.4  billion  in  liabilities  of  Alberta  Capital  Finance 
Authority  and  Agriculture  Financial  Services 
Corporation. 

• Accumulated  debt.  $1.2  billion,  fully  offset 
by  Debt  Retirement  Account.  The  majority  of 
accumulated  debt  will  mature  and  be  repaid  by 

2013. 

• Liabilities  for  capital  projects.  $0.9  billion,  an 
increase  of  $441  million  from  March  31,  2008. 
These  represent  P3  project  liabilities. 

• Accounts  and  interest  payable  and  other 
liabilities.  $6.6  billion.  This  includes  natural  gas 
royalty  and  security  deposits,  unearned  revenue 
and  trade  payable  and  liabilities.  There  is  an 
offsetting  relationship  between  some  of  these 
liabilities  and  Other  Financial  Assets. 


• Debt  Retirement  Account.  $1.2  billion,  to  repay 
remaining  accumulated  debt  as  it  matures. 

• Self-supporting  lending  organizations. 

$9.2  billion  in  financial  assets  of  Alberta  Capital 
Finance  Authority  and  Agriculture  Financial 
Services  Corporation.  These  assets  more  than  offset 
the  liabilities  of  these  organizations. 
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Balance  Sheet  Details 

(millions  of  dollars) 

As  at  March  31 

2009  2008 

Actual  Actual 

Change 

from 

2008 

Financial  Assets 

Alberta  Heritage  Savings  Trust  Fund 

13,838 

16,412 

(2,574) 

Alberta  Heritage  Foundation  for  Medical  Research 

1,174 

1,511 

(337) 

Alberta  Heritage  Science  and  Engineering  Research 

658 

831 

(173) 

Alberta  Heritage  Scholarship 

645 

817 

(172) 

Alberta  Cancer  Prevention  Legacy  Fund 

485 

487 

(2) 

Energy  Innovation  Fund 

- 

97 

(97) 

Climate  Change  and  Emissions  Management  Fund 

146 

40 

106 

Alberta  Enterprise  Fund 

100 

- 

100 

Sustainability  Fund  a 

9,848 

7,653 

2,195 

Capital  Account 

6,974 

7,472 

(498) 

Debt  Retirement  Account 

1,175 

1,794 

(619) 

Equity  in  Crown-controlled  SUCH  sector  organizations 

3,553 

3,519 

34 

Self-supporting  lending  organizations 
Alberta  Capital  Finance  Authority 

6,976 

5,878 

1,098 

Agriculture  Financial  Services  Corporation 

2,259 

2,072 

187 

Other  financial  assets 
Equity  in  commercial  enterprises 

2,345 

2,262 

83 

Student  loans 

256 

221 

35 

Other  cash,  marketable  securities  and 
accounts  receivable 

7,172 

8,381 

(1,209) 

Total  Financial  Assets 

57,604 

59,447 

(1,843) 

Liabilities 

Accumulated  debt 
General  Revenue  Fund 

1,990 

2,446 

(456) 

Alberta  Social  Housing  Corporation 

278 

300 

(22) 

School  construction  loans 

204 

256 

(52) 

Less  General  Revenue  Fund  holdings  of  provincial 
corporations'  debt 

(1,312) 

(1,218) 

(94) 

Accumulated  debt 

1,160 

1,784 

(624) 

Pension  liabilities 

10,081 

7,883 

2,198 

Self-supporting  lending  organizations 
Alberta  Capital  Finance  Authority 

6,976 

5,878 

1,098 

Agriculture  Financial  Services  Corporation 

1,448 

1,373 

75 

Liabilities  for  capital  projects 

880 

439 

441 

Other  liabilities 

Accounts  and  interest  payable 

6,390 

6,821 

(431) 

Guarantees,  indemnities  and  remissions 

1 

3 

(2) 

Other  accrued  liabilities 

242 

220 

22 

Total  Liabilities 

27,178 

24,401 

2,777 

Net  Financial  Assets 

30,426 

35,046 

(4*620) 

Capital  assets 

15,848 

14,140 

1,708 

Net  Assets 

46,274 

49,186 

(2,912) 

Adjustment  for  equity  in  Crown-controlled  SUCH  sector  organizations 

(3,553) 

(3,519) 

(34) 

Adjustment  for  pension  obligations 

10,081 

7,883 

2,198 

Net  Assets  for  Fiscal  Policy  Purposes b 

52,802 

53,550 

(748) 

Balance  sheet  adjustments  b 

(104) 

- 

(104) 

Net  Assets  for  Fiscal  Policy  Purposes  (excluding  balance  sheet  adjustments) 

52,698 

53,550 

(852) 

a Sustainability  Fund  balance  includes  $2.2  billion  set  aside  for  carbon  capture  and  storage  and  GreenTRIP  initiatives. 
b The  balance  sheet  adjustments  reflect  $83  million  in  unrealized  gains  of  the  Alberta  Treasury  Branches  that  are  included  in  the 
Consolidated  Financial  Statements,  and  $21  million  primarily  related  to  a post-March  2008  adjustment  to  assets  of  the  Climate  Change 

and  Emissions  Management  Fund. 

EXECUTIVE  SUMMARY 
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Historical  Fiscal  Summary,  1989-90  to  2008-093 

(millions  of  dollars) 
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CONSOLIDATED  FINANCIAL  STATEMENTS 


2008-09  Ministry  Expense  by  Function 

(millions  of  dollars) 


EXECUTIVE  SUMMARY 
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Excludes  pension  provisions. 

Agriculture,  Resource  Management  and  Economic  Development. 


1 CONSOLIDATED  FINANCIAL  STATEMENTS 


Consolidated  Financial  Statements 
of  the  Province  of  Alberta 

Year  ended  March  31,  2009 


INTRODUCTION 

The  financial  statements  in  this  annual  report  of  the  Government  of  Alberta  are  a consolidation  of  ministry  consolidated 
financial  statements,  which  themselves  are  a consolidation  of  the  financial  statements  of  departments,  regulated  funds, 
Provincial  agencies,  Crown-controlled  corporations  and  SUCH  sector  organizations,  for  which  separate  or  summary 
financial  statements  are  presented  in  ministry  annual  reports.  SUCH  is  an  acronym  for  schools,  universities,  colleges  and 
hospitals.  However,  the  term  “Crown-controlled  SUCH  sector  organizations”  is  used  to  describe  a much  broader  list  of 
organizations,  including  school  boards,  technical  institutes,  regional  health  authorities,  and  other  health  boards.  A listing 
of  these  organizations  is  provided  in  Schedule  16  of  the  financial  statements. 

The  method  of  consolidation  is  described  in  the  Accounting  Policies  note  (Note  1)  that  forms  part  of  the  financial 
statements. 


CONSOLIDATED  FINANCIAL  STATEMENTS 
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MANAGEMENT’S  RESPONSIBILITY  FOR  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 


Responsibility  for  the  integrity  and  objectivity  of  the  consolidated  financial  statements  of  the  Province  of  Alberta  rests 
with  the  government.  The  consolidated  financial  statements  are  prepared  by  the  Controller  under  the  general  direction 
of  the  Deputy  Minister  of  Treasury  Board  as  authorized  by  the  President  of  Treasury  Board  pursuant  to  the  Financial 
Administration  Act.  The  consolidated  financial  statements  are  prepared  in  accordance  with  Canadian  generally  accepted 
accounting  principles  for  the  public  sector,  and  of  necessity  include  some  amounts  that  are  based  on  estimates  and 
judgements.  As  required  by  the  Government  Accountability  Act,  the  consolidated  financial  statements  are  included  in  the 
consolidated  annual  report  of  the  Government  of  Alberta  that  forms  part  of  the  Public  Accounts. 

To  fulfill  its  accounting  and  reporting  responsibilities,  the  government  maintains  systems  of  financial  management  and 
internal  control  which  give  consideration  to  costs,  benefits  and  risks,  and  which  are  designed  to: 

• provide  reasonable  assurance  that  transactions  are  properly  authorized,  executed  in  accordance  with  prescribed 
legislation  and  regulations,  and  properly  recorded  so  as  to  maintain  accountability  for  public  money,  and 

• safeguard  the  assets  and  properties  of  the  Province  of  Alberta  under  government  administration. 

Under  the  Financial  Administration  Act,  deputy  heads  are  responsible  for  the  collection  of  revenue  payable  to  the  Crown, 
and  for  making  and  controlling  disbursements  with  respect  to  their  departments.  They  are  also  responsible  for  prescribing 
the  accounting  systems  to  be  used  in  their  departments.  In  order  to  meet  government  accounting  and  reporting 
requirements,  the  Controller  obtains  information  relating  to  departments,  regulated  funds,  Provincial  agencies,  Crown- 
controlled  corporations,  schools,  universities,  colleges,  technical  institutes,  regional  health  authorities  and  health  boards 
from  ministries  as  necessary. 

The  consolidated  financial  statements  are  reviewed  by  the  Audit  Committee  established  under  the  Auditor  General  Act. 
Under  the  Fiscal  Responsibility  Act,  the  Audit  Committee  must  report  publicly  to  the  Executive  Council  on  the  progress 
made  in  eliminating  the  accumulated  debt.  The  Audit  Committee  advises  the  Lieutenant  Governor  in  Council  on  the 
scope  and  results  of  the  Auditor  General’s  audit  of  the  consolidated  financial  statements  of  the  Province. 

The  Auditor  General  of  Alberta  provides  an  independent  opinion  on  the  consolidated  financial  statements  prepared  by  the 
government.  The  duties  of  the  Auditor  General  in  that  respect  are  contained  in  the  Auditor  General  Act. 

Annually,  the  consolidated  annual  report  is  tabled  in  the  Legislature  as  a part  of  the  Public  Accounts  and  is  referred  to  the 
Standing  Committee  on  Public  Accounts  of  the  Legislative  Assembly. 


Approved  by: 

Jay  G.  Ramotar,  P.  Eng. 

Deputy  Minister  ofTreasury  Board 

Doug  Lynkowski,  CA 
Controller 

Edmonton,  Alberta 
June  24,  2009 
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AUDITOR’S  REPORT 


AUDITOR 
d GENERAL 

Alberta 


OR 

RAL 


To  the  Members  of  the  Legislative  Assembly 

I have  audited  the  consolidated  statement  of  financial  position  of  the  Province  of  Alberta  as  at  March  31,  2009  and 
the  consolidated  statements  of  operations,  change  in  net  financial  assets  and  cash  flows  for  the  year  then  ended.  These 
financial  statements  are  the  responsibility  of  the  Government  of  Alberta  and  are  prepared  on  its  behalf  by  the  Ministry 
of  Treasury  Board  management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  my 
audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those  standards  require 
that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial  statements  are  free  of  material 
misstatement.  An  audit  includes  examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the 
financial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the  financial  position  of 
the  Province  of  Alberta  as  at  March  31,  2009  and  the  results  of  its  operations,  change  in  its  net  financial  assets  and  its 
cash  flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting  principles  for  the  public 
sector. 


Edmonton,  Alberta 
June  24,  2009 


FCA 

Auditor  General 
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Consolidated  Statement  of  Operations 


Year  Ended  March  31,  2009 


2009  2008 


Budget 

Actual 

Actual 

In  millions 

Revenues  (Note  5 and  Schedule  1) 

Income  taxes 

$ 12,388 

$ 12,960 

$ 12,966 

Other  taxes 

3,770 

3,641 

3,573 

Non-renewable  resource  revenue 

11,709 

11,915 

11,024 

Transfers  from  Government  of  Canada 

3,795 

4,185 

3,048 

Net  income  from  commercial  operations  (Schedule  7) 

2,465 

2,211 

2,331 

Net  investment  (loss)  income  (Note  12) 

2,011 

(1,919) 

2,414 

Premiums,  fees  and  licences 

1,822 

1,991 

2,062 

Other 

783 

805 

751 

Revenues  for  fiscal  plan  purposes 

38,743 

35,789 

38,169 

Increase  in  equity  in  Crown-controlled 

SUCH  sector  organizations  (Schedule  8) 

38 

156 

Revenues  for  financial  statement  purposes 

35,827 

38,325 

Expenses  by  function  (Note  5,  Schedules  2 and  3) 

Health 

13,461 

13,107 

12,286 

Education 

9,315 

9,410 

8,886 

Social  services 

3,418 

3,418 

3,117 

Transportation,  communications  and  utilities 

2,497 

2,436 

2,306 

Agriculture,  resource  management  and 

economic  development 

2,141 

2,394 

1,912 

Protection  of  persons  and  property 

1,382 

1,412 

1,293 

Regional  planning  and  development 

1,068 

1,005 

755 

Recreation  and  culture 

655 

620 

538 

Housing 

619 

676 

538 

Environment 

483 

414 

345 

General  government 

1,916 

1,541 

1,398 

Debt  servicing  costs 

220 

208 

214 

Pension  provisions  (Schedules  4 and  12) 

187 

2,041 

2,290 

37,362 

38,682 

35,878 

Annual  (deficit)  surplus  (Note  5) 

$ 1,381 

(2,855) 

2,447 

Net  assets  at  beginning  of  year 

49,186 

46,562 

Reclassification  of  highway  rehabilitation  projects  (Note  1(c)) 

- 

466 

Universities  Academic  Pension  Plan  (Schedule  8(a)) 

273 

(344) 

Local  Authorities  Pension  Plan  (Note  14) 

(157) 

- 

Other  (Note  15) 

(173) 

55 

Net  assets  at  end  of  year 

$ 46,274 

$ 49,186 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 
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Consolidated  Statement  of  Financial  Position 


As  at  March  31,  2009 


2009 

2008 

In  millions 

Financial  assets 

Cash  and  temporary  investments  (Schedule  5) 

$ 7,878 

$ 5,636 

Accounts  and  accrued  interest  receivable 

3,538 

4,730 

Portfolio  investments  (Schedule  6) 

31,903 

36,115 

Equity  in  commercial  enterprises  (Schedule  7) 

2,345 

2,262 

Equity  in  Crown-controlled  SUCH  sector  organizations  (Schedule  8) 

3,553 

3,519 

Loans  and  advances  (Schedule  9) 

8,380 

7,163 

Inventories  for  resale 

7 

22 

57,604 

59,447 

Liabilities 

Accounts  and  accrued  interest  payable 

6,893 

7,339 

Unmatured  debt  (Note  6 and  Schedule  10) 

2,064 

2,522 

Debt  of  Alberta  Capital  Finance  Authority  (Schedule  11) 

6,812 

5,739 

Pension  liabilities  (Schedule  12) 

10,081 

7,883 

Other  accrued  liabilities  (Schedule  13) 

448 

479 

Obligations  under  public  private  partnerships  (Note  7) 

880 

439 

27,178 

24,401 

Net  financial  assets 

30,426 

35,046 

Non-financial  assets 

Tangible  capital  assets  (Schedule  14) 

15,800 

14,095 

Inventories  of  supplies 

48 

45 

15,848 

14,140 

Net  assets  (Note  5) 

$ 46,274 

$ 49,186 

Contractual  obligations  and  contingent  liabilties  (Notes  8 and  9) 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 
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Consolidated  Statement  of  Change  in  Net  Financial  Assets 


Year  Ended  March  31,  2009 


2009 

2008 

In  millions 

Annual  (deficit)  surplus 

$ (2,853) 

$ 

2,447 

Acquisition  of  tangible  capital  assets  and  inventories  of  supplies 
Amortization  of  tangible  capital  assets  and 

(2,315) 

(1,801) 

consumption  of  inventories  of  supplies 

578 

522 

Universities  Academic  Pension  Plan  (Schedule  8(a)) 

273 

(344) 

Local  Authorities  Pension  Plan  (Note  14) 

(157) 

- 

Other  (Note  15) 

(173) 

42 

Net  gain  on  disposal  and  write-down  of  tangible  capital  assets 

(3) 

(3) 

Proceeds  on  sale  of  tangible  capital  assets 

32 

50 

(Decrease)  increase  in  net  financial  assets 

(4,620) 

913 

Net  financial  assets  at  beginning  of  year 

35,046 

34,133 

Net  financial  assets  at  end  of  year 

$ 30,426 

$ 

35,046 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 
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Consolidated  Statement  of  Cash  Flows 


Year  Ended  March  31,  2009 


2009 

2008 

In  millions 

Operating  transactions 

Annual  (deficit)  surplus 

$ (2,855) 

$ 

2,447 

Non-cash  items 

2,974 

2,284 

119 

4,731 

Decrease  (increase)  in  receivables 

1,192 

(856) 

(Decrease)  increase  in  payables 

(446) 

755 

Other 

(35) 

6 

Cash  provided  by  operating  transactions 

830 

4,636 

Capital  transactions 

Acquisition  of  tangible  capital  assets  and  inventories  of  supplies 

(2,021) 

(1,606) 

Proceeds  on  sale  of  tangible  capital  assets 

32 

50 

Cash  applied  to  capital  transactions 

(1,989) 

(1,556) 

Investing  transactions 

Purchase  of  portfolio  investments 

(14,810) 

(15,653) 

Disposals  of  portfolio  investments 

18,890 

13,053 

Loans  and  advances  made 

(3,990) 

(3,774) 

Repayment  of  loans  and  advances 

2,645 

2,835 

Cash  provided  by  (applied  to)  investing  transactions 

2,735 

(3,539) 

Financing  transactions 

Debt  retirement 

(10,113) 

(6,681) 

Debt  issues 

10,784 

7,243 

Repayment  of  obligations  under  public  private  partnerships 

(5) 

(2) 

Cash  provided  by  financing  transactions 

666 

560 

Increase  in  cash  and  temporary  investments 

2,242 

101 

Cash  and  temporary  investments  at  beginning  of  year 

5,636 

5,535 

Cash  and  temporary  investments  at  end  of  year 

$ 7,878 

$ 

5,636 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 
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Notes  to  the  2008-09  Consolidated  Financial  Statements 


NOTE  1 SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  AND  REPORTING  PRACTICES 

These  financial  statements  are  prepared  in  accordance  with  Canadian  generally  accepted  accounting  principles  for 
the  public  sector  as  recommended  by  the  Public  Sector  Accounting  Board  of  the  Canadian  Institute  of  Chartered 
Accountants. 

(a)  Reporting  Entity 

These  financial  statements  include  the  accounts  of  all  organizations  that  are  controlled  by  the  Province, 
including  government  sector  entities  and  Crown-controlled  SUCH  sector  organizations.  SUCH  is  an 
acronym  for  schools,  universities,  colleges  and  hospitals.  However,  the  term  “Crown-controlled  SUCH  sector 
organizations”  is  used  to  describe  a much  broader  list  of  organizations,  including  school  boards,  technical 
institutes,  regional  health  authorities,  and  other  health  boards. 

A listing  of  these  organizations  is  provided  in  Schedule  16. 

(b)  Method  of  Consolidation 

The  accounts  of  government  sector  entities,  except  those  designated  as  commercial  enterprises,  are  consolidated 
using  the  full  consolidation  method.  Revenue  and  expense  transactions,  capital,  investing  and  financing 
transactions,  and  related  asset  and  liability  accounts  between  consolidated  entities  have  been  eliminated. 

The  accounts  of  Provincial  agencies  designated  as  commercial  enterprises  and  Crown-controlled  SUCH 
sector  organizations  are  accounted  for  on  the  modified  equity  basis,  the  equity  being  computed  in  accordance 
with  Canadian  generally  accepted  accounting  principles  applicable  to  these  entities.  Under  the  modified 
equity  method,  the  accounting  policies  of  consolidated  entities  are  not  adjusted  to  conform  with  those  of  the 
government  sector  entities.  Inter-sector  revenue  and  expense  transactions  and  related  asset  and  liability  balances 
are  not  eliminated  (see  Note  13). 

Schools,  colleges,  technical  institutes  and  some  Provincial  agencies  have  year  ends  that  are  other  than 
March  31.  Transactions  of  these  organizations  that  have  occurred  during  the  period  to  March  31,  2009,  and 
that  significantly  affect  the  consolidation,  have  been  recorded. 

(c)  Basis  of  Financial  Reporting 
Revenues 

All  revenues  are  reported  on  the  accrual  basis  of  accounting,  except  for  revenues  related  to  surface  material  leases 
and  land  disturbance  charges  for  mineral  surface  leases  which  are  recorded  on  a cash  basis.  Cash  received  for 
which  goods  or  services  have  not  been  provided  by  year  end  is  recorded  as  unearned  revenue  and  included  in 
accounts  payable. 

Corporate  income  tax  revenue  is  accrued  when  instalments  are  received  from  taxpayer  corporations.  Corporate 
income  tax  refunds  payable  are  accrued  based  on  the  prior  year’s  corporate  income  tax  refunds  paid  on 
assessments.  Corporate  income  tax  receipts  from  corporations  in  anticipation  of  an  upward  reassessment  of 
Alberta  income  tax  payable  are  described  as  corporate  income  tax  receipts  in  abeyance  and  recorded  as  accounts 
payable. 

Personal  income  tax  is  recognized  on  an  accrual  basis  based  on  an  economic  estimate  of  the  various  components 
of  personal  income  tax  for  the  fiscal  year.  Gross  personal  income  tax  for  the  taxation  year  is  a key  component  of 
the  estimate  for  the  fiscal  year. 
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Note  1 (continued) 

The  Provincial  tax  system  is  predicated  on  self-assessment  where  taxpayers  are  expected  to  understand  the  tax 
laws  and  comply  with  them.  This  has  an  impact  on  the  completeness  of  tax  revenues  when  taxpayers  fail  to 
comply  with  tax  laws,  for  example,  if  they  do  not  report  all  of  their  income.  The  Province  has  implemented 
systems  and  controls  in  order  to  detect  and  correct  situations  where  taxpayers  are  not  complying  with  the 
various  acts  it  administers.  These  systems  and  controls  include  performing  audits  of  taxpayer  records  when 
determined  necessary.  However,  such  procedures  cannot  identify  all  sources  of  unreported  income  or  other  cases 
of  non-compliance  with  tax  laws.  The  Province  does  not  estimate  the  amount  of  unreported  tax. 

Non-renewable  resource  revenue  is  reported  based  on  royalties  on  oil  and  gas  produced  during  the  year. 

The  provincial  royalty  system  is  predicated  on  self-reporting  where  the  petroleum  and  natural  gas  industry  is 
expected  to  understand  the  relevant  energy  legislation  (statutes  and  regulations)  and  comply,  with  them.  This 
has  an  impact  on  the  completeness  of  revenue  when  the  petroleum  and  natural  gas  industry  does  not  fully  meet 
the  legislative  requirements,  for  example,  by  reporting  inaccurate  or  incomplete  production  data.  The  Province 
has  implemented  systems  and  controls  in  order  to  detect  and  correct  situations  where  the  petroleum  and  natural 
gas  industry  has  not  complied  with  the  various  acts  and  regulations  the  Province  administers.  These  systems  and 
controls,  based  on  areas  of  highest  risk,  include  performing  audits  of  the  petroleum  and  natural  gas  industry 
records  when  determined  necessary.  The  Province  does  not  estimate  the  effect  of  misreported  revenue. 

Transfers  from  the  Government  of  Canada  are  recognized  as  revenues  when  authorized  by  federal  legislation  or 
federal/provincial  agreements,  eligibility  criteria,  if  any,  are  met,  and  a reasonable  estimate  of  the  amounts  can 
be  made.  Payments  received  in  excess  of  the  estimated  amounts  applicable  to  the  fiscal  year  are  deferred  and 
included  in  accounts  payable.  Externally  restricted  revenue  is  recognized  as  revenue  in  the  period  in  which  the 
resources  are  used  for  the  purpose  specified.  Payments  received  prior  to  meeting  this  criterion  are  included  in 
accounts  payable  until  the  resources  are  used  for  the  purpose  specified. 

Expenses 

Expenses  represent  the  cost  of  resources  consumed  during  the  year  on  government  operations.  Expenses  include 
provisions  for  amortization  of  acquired  tangible  capital  assets  and  expenses  incurred  in  accordance  with  the 
terms  of  approved  grant  programs,  including  grants  for  capital  purposes  and  grants  to  Crown-controlled  SUCH 
sector  organizations  from  government  sector  entities.  Grants  are  recognized  as  expenses  when  authorized, 
eligibility  criteria,  if  any,  are  met,  and  a reasonable  estimate  of  the  amounts  can  be  made. 

Pension  costs  comprise  the  cost  of  pension  benefits  earned  by  employees  during  the  year,  interest  on  the 
Province’s  share  of  the  unfunded  pension  liabilities,  and  the  amortization  over  the  expected  average  remaining 
service  life  of  employees  of  deferred  adjustments  arising  from  experience  gains  and  losses  and  changes  in 
actuarial  assumptions.  Schedule  12  provides  additional  information  on  the  components  of  pension  liabilities. 

In  the  Consolidated  Statement  of  Operations,  pension  costs  of  government  sector  entities  which  are  funded  are 
included  in  expenses  by  function  and  costs  which  have  not  been  funded  are  recorded  as  pension  provisions.  The 
pension  costs  of  Crown-controlled  SUCH  sector  organizations  are  recorded  as  expenses  in  each  organization’s 
financial  statements.  Therefore,  the  pension  costs  are  reflected  in  the  Consolidated  Statement  of  Operations  as 
“Increase  in  equity  in  Crown-controlled  SUCH  sector  organizations”. 

Costs  arising  from  obligations  under  guarantees  and  indemnities  are  recorded  as  expenses  when  management 
determines  that  the  Province  will  likely  be  called  upon  to  make  payment.  The  expense  represents  management’s 
estimate  of  future  payments  less  recoveries. 

The  estimated  increase  or  decrease  for  the  year  in  accrued  employee  vacation  entitlements  is  also  recorded  in  the 
appropriate  expense  function. 
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Note  1 (continued) 

Financial  Assets 

Financial  assets  are  the  government’s  financial  claims  on  external  organizations  and  individuals,  loans  that 
government  sector  entities  have  made  to  Crown-controlled  SUCH  sector  organizations,  and  inventories  for 
resale  at  the  year  end. 

Cash  and  temporary  investments  are  valued  at  the  lower  of  cost  or  fair  value,  on  an  aggregate  basis. 

Portfolio  investments  authorized  by  legislation  to  provide  income  for  the  long  term  or  for  other  special  purposes 
are  recorded  at  cost.  Realized  gains  and  losses  on  disposals  of  these  investments  are  included  in  calculating  the 
net  operating  results  for  the  year.  If  an  investment  loses  value  that  is  other  than  a temporary  loss,  its  recorded 
value  is  reduced  to  reflect  the  loss.  The  reduced  value  is  deemed  to  be  the  new  cost. 

Equity  in  Crown-controlled  SUCH  sector  organizations  represents  the  net  assets  of  these  organizations.  Net 
assets  include  the  assets  less  the  liabilities,  including  deferred  contributions,  deferred  capital  contributions,  and 
the  related  unamortized  deferred  capital  contributions  (see  Schedule  8). 

Loans  are  recorded  at  cost  less  any  discounts  and  allowance  for  credit  loss. 

Inventories  for  resale  representing  the  Province’s  share  of  royalty  oil  in  feeder  and  trunk  pipelines  are  recorded  at 
their  net  realizable  value.  Other  inventories  for  resale  are  valued  at  the  lower  of  cost,  determined  on  a first-in, 
first-out  basis,  and  estimated  net  realizable  value. 

Liabilities 

Liabilities  represent  present  obligations  of  the  government  to  external  organizations  and  individuals  arising  from 
transactions  or  events  occurring  before  the  year  end.  They  are  recorded  when  there  is  an  appropriate  basis  of 
measurement  and  management  can  reasonably  estimate  the  amount. 

Debentures  included  in  unmatured  debt  are  recorded  at  their  face  amount  less  net  unamortized  discount,  which 
includes  issue  expenses  and  hedging  costs. 

Liabilities  also  include: 

• all  financial  claims  payable  by  the  government  at  the  year  end,  including  payables  to  Crown-controlled  SUCH 
sector  organizations, 

• estimates  of  the  present  value  of  the  government’s  obligations  for  future  pension  contributions  and/or  benefits 
under  defined  benefit  pension  plans  for  current  and  former  provincial  and  other  public  sector  employees,  and 
certain  current  and  former  Members  of  the  Legislative  Assembly,  including  deferred  adjustments, 

• the  government’s  obligation  to  provide  future  funding  to  school  boards  to  enable  them  to  repay  the  principal 
portion  of  their  debentures  to  the  Alberta  Capital  Finance  Authority, 

• estimates  of  the  government’s  liabilities  for  site  remediation  and  reclamation,  and 

• accrued  employee  vacation  entitlements. 

Non-financial  Assets 

Non-financial  assets  are  limited  to  tangible  capital  assets  and  inventories  of  supplies. 

Tangible  capital  assets  of  commercial  enterprises  and  Crown-controlled  SUCH  sector  organizations  are  included 
in  the  Consolidated  Statement  of  Financial  Position  within  equity  in  commercial  enterprises  and  equity  in 
Crown-controlled  SUCH  sector  organizations,  respectively.  Tangible  capital  assets  acquired  by  right,  such  as 
Crown  lands,  forests,  water  and  mineral  resources,  are  not  included  on  the  Consolidated  Statement  of  Financial 
Position. 
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Note  1 (continued) 


Tangible  capital  assets  are  valued  at  cost  less  accumulated  amortization.  Amortization  is  provided  on  a straight- 
line  basis  over  the  periods  expected  to  benefit  from  their  use  (see  Schedule  14).  The  annual  amortization  costs 
are  allocated  to  the  functions  of  the  government  that  employ  those  assets  and  reported  on  the  Consolidated 
Statement  of  Operations. 

Inventories  of  supplies  are  valued  at  the  lower  of  cost,  determined  on  a first-in,  first-out  basis,  and  replacement 
cost. 

Derivative  Contracts 

Income  and  expense  on  derivative  contracts  are  recorded  as  investment  income  or  debt  servicing  costs.  Gains 
and  losses  from  derivative  contracts,  which  are  designated  as  hedges  of  market  risks  for  purposes  of  hedge 
accounting,  are  recognized  in  the  same  period  as  the  gains  and  losses  of  the  specific  assets  and  liabilities  being 
hedged.  Derivative  contracts  not  designated  as  hedges  for  purposes  of  hedge  accounting  are  recorded  at  fair 
value  (see  Note  4). 

The  estimated  amounts  receivable  and  payable  from  derivative  contracts  are  included  in  accrued  interest 
receivable  and  payable  respectively. 

Foreign  Currency 

Assets  and  liabilities  denominated  in  foreign  currency  are  translated  at  the  year  end  rate  of  exchange. 

Foreign  currency  transactions  are  translated  into  Canadian  dollars  using  average  rates  of  exchange,  except  for 
hedged  foreign  currency  transactions  which  are  translated  at  rates  of  exchange  established  by  the  terms  of  the 
forward  exchange  contracts. 

Amortization  of  deferred  exchange  gains  and  losses  and  other  exchange  differences  on  unhedged  transactions  are 
included  in  the  determination  of  the  net  operating  results  for  the  year. 

Public  Private  Partnership 

A public  private  partnership  (P3)  is  defined  as  a cooperative  venture  based  on  contractual  obligations  between 
one  or  more  public/private/not  for  profit  partners  that  meets  clearly  defined  public  needs  for  the  provision  of 
goods  or  services. 

The  Province  accounts  for  P3  projects  in  accordance  with  the  substance  of  the  underlying  agreements. 
Agreements  that  transfer  substantially  all  the  risks  and  rewards  of  ownership  of  the  assets  to  the  Province  are 
classified  as  capital  leases  and  are  accounted  for  as  follows: 

• the  capital  asset  value  and  the  corresponding  liabilities  are  recorded  at  the  net  present  value  of  the  minimum 
lease  payments  discounted  using  the  Province’s  borrowing  rate  for  long  term  debt  at  the  time  of  signing  the  P3 
agreement, 

• during  construction,  the  capital  asset  (classified  as  work  in  progress)  and  the  corresponding  liability  are 
recorded  based  on  the  estimated  percentage  of  completion,  and 

• amortization  is  accounted  for  on  a straight-line  basis  over  the  estimated  useful  life  and  commences  when  the 
asset  is  in  service. 

Measurement  Uncertainty 

Estimates  are  used  in  accruing  revenues  and  expenses  in  circumstances  where  the  actual  accrued  revenues  and 
expenses  are  unknown  at  the  time  the  financial  statements  are  prepared.  Uncertainty  in  the  determination  of 
the  amount  at  which  an  item  is  recognized  in  financial  statements  is  known  as  measurement  uncertainty.  Such 
uncertainty  exists  when  there  is  a variance  between  the  recognized  amount  and  another  reasonably  possible 
amount,  as  there  is  whenever  estimates  are  used. 
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Measurement  uncertainty  that  is  material  to  these  financial  statements  exists  in  the  accrual  of  personal  and 
corporate  income  taxes,  health  transfers  and  Canada  social  transfer  entitlements,  royalties  derived  from  non- 
renewable resources,  pension  liabilities,  and  alternative  investments.  The  nature  of  the  uncertainty  in  these 
items  arises  from  several  factors  such  as: 

• the  effect  on  accrued  income  taxes  of  the  verification  of  taxable  income, 

• the  effect  on  accrued  entitlements  of  health  transfers  and  Canada  social  transfer  from  changes  in  the  base 
allocations  which  are  primarily  a result  of  updated  personal  and  corporate  tax  information  or  from  new 
entitlements  with  little  historical  experience, 

• the  effect  of  valuation  of  alternative  investments  compared  to  what  is  ultimately  realized, 

• the  effect  on  accrued  pension  obligations  of  actual  experience  compared  to  assumptions, 

• the  effect  on  accrued  royalties  of  the  receipt  of  revised  production  data  and  reassessments, 

• the  effect  on  asset  backed  commercial  paper  investments  of  ultimate  fair  value  compared  to  current  estimates. 

Personal  income  tax  revenue,  totalling  $8,708  million  (2008:  $8,271  million),  see  Schedule  1,  is  subject  to 
measurement  uncertainty  due  primarily  to  the  use  of  economic  estimates  of  personal  income  growth.  Personal 
income  growth  is  inherently  difficult  to  estimate  due  to  subsequent  revisions  to  personal  income  data.  The 
estimate  of  personal  income  growth  used  in  determining  personal  income  tax  for  the  current  fiscal  year  is 

6.5%  (2008:  9.5%). 

Corporate  income  tax  revenue,  totalling  $4,252  million  (2008:  $4,695  million),  see  Schedule  1,  is  subject 
to  measurement  uncertainty  due  primarily  to  the  timing  differences  between  tax  collected  and  future  tax 
assessments.  The  Province  records  corporate  income  tax  revenue  as  instalments  are  received  from  taxpayer 
corporations.  Corporate  income  tax  refunds  payable  are  accrued  based  on  the  prior  year’s  corporate  income  tax 
refunds  paid  on  assessments. 

Alternative  investments  of  $2,284  million  (2008:  $3,305  million),  see  Schedule  6,  are  subject  to  measurement 
uncertainty  as  the  fair  value  may  differ  significantly  from  the  values  that  would  have  been  used  had  a ready 
market  for  these  investments  existed. 

Pension  liabilities  of  $10,081  million  (2008:  $7,883  million),  see  Schedule  12,  are  subject  to  measurement 
uncertainty  because  a Plan’s  actual  experience  may  differ  significantly  from  assumptions  used  in  the  calculation 
of  the  Plan’s  accrued  benefits. 

Natural  gas  and  by-products  royalty,  totalling  $5,834  million  (2008:  $5,199  million),  see  Schedule  1,  is  subject 
to  measurement  uncertainty  due  to  statistical  analysis  of  industry  data,  such  as  allowable  costs  incurred 
by  royalty  payers,  production  volumes  and  royalty  rates,  in  the  estimation  of  natural  gas  and  by-products 
royalty  revenue.  Based  on  historical  data,  natural  gas  and  by-products  revenue  could  increase  or  decrease  by 
$175  million. 

For  projects  from  which  synthetic  crude  oil  and  bitumen  royalties  are  paid  and  the  project  has  reached  payout, 
the  royalty  rate  used  to  determine  the  royalties  is  based  on  the  average  price  of  West  Texas  Intermediate  crude 
oil  in  Canadian  dollars  for  the  calendar  year.  Royalty  rates  will  start  at  25%  of  net  profits  when  oil  is  priced  at 
$55  per  barrel  or  less,  and  increase  to  a maximum  of  40%  of  net  profits  when  oil  is  priced  at  $120  per  barrel 
or  more.  The  price  used  to  estimate  the  royalties  for  production  in  January,  February  and  March  2009  was 
$57.55  per  barrel.  If  the  price  of  bitumen  exceeds  $63  per  barrel,  then  the  change  in  royalties  will  be  significant. 
Payout  is  defined  at  the  first  date  at  which  the  cumulative  revenue  of  a project  first  equals  the  cumulative  cost  of 
the  project. 
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While  best  estimates  have  been  used  for  reporting  items  subject  to  measurement  uncertainty,  management 
considers  that  it  is  possible,  based  on  existing  knowledge,  that  changes  in  future  conditions  in  the  near  term 
could  require  a material  change  in  the  recognized  amounts.  Near  term  is  defined  as  a period  of  time  not  to 
exceed  one  year  from  the  date  of  the  financial  statements. 

Reclassification  of  Highway  Rehabilitation  Projects 

During  the  year  ended  March  31,  2008,  the  Province  changed  the  way  it  recognizes  highway  repaving  upgrade 
projects.  Previously  all  highway  repaving  activities  were  expensed  as  incurred.  These  upgrade  projects  are  now 
considered  betterments  and  are  capitalized.  As  the  Province  was  only  able  to  reasonably  determine  the  costs 
of  these  projects  for  the  previous  seven  years,  a cumulative  opening  adjustment  of  $466  million  was  made  to 
Tangible  capital  assets  and  Net  assets. 

NOTE  2 VALUATION  OF  FINANCIAL  ASSETS  AND  LIABILITIES 

Fair  value  is  the  amount  of  consideration  agreed  upon  in  an  arm’s  length  transaction  between  knowledgeable,  willing 
parties  who  are  under  no  compulsion  to  act. 

Due  to  their  short  term  nature,  the  fair  values  of  cash  and  temporary  investments,  accrued  interest,  receivables, 
payables  and  other  accrued  liabilities  are  estimated  to  approximate  their  book  values. 

The  methods  used  to  determine  the  fair  values  of  temporary  and  portfolio  investments  are  explained  in  the  following 
paragraphs: 

Public  fixed-income  securities  and  equities  are  valued  at  the  year-end  closing  sale  price  or  the  average  of  the  latest 
bid  and  ask  prices  quoted  by  an  independent  securities  valuation  company. 

Mortgages  and  certain  non-public  provincial  debentures  are  valued  at  the  net  present  value  of  future  cash  flows. 
These  cash  flows  are  discounted  using  appropriate  interest  rate  premiums  over  similar  Government  of  Canada 
benchmark  bonds  trading  in  the  market. 

The  fair  value  of  alternative  investments  including  absolute  return  strategy  investments,  investments  in  limited 
partnerships,  private  investment  funds,  private  equities  and  securities  with  limited  marketability  is  estimated 
using  methods  such  as  cost,  discounted  cash  flows,  earnings  multiples,  prevailing  market  values  for  instruments 
with  similar  characteristics  and  other  pricing  models  as  appropriate. 

Real  estate  investments  are  reported  at  their  most  recent  appraised  value,  net  of  any  liabilities  against  the  real 
property.  Real  estate  properties  are  appraised  annually  by  qualified  external  real  estate  appraisers  using  methods 
such  as  replacement  cost,  discounted  cash  flows,  earnings  multiples,  prevailing  market  values  for  properties  with 
similar  characteristics  and  other  pricing  models  as  appropriate. 

Because  quoted  market  prices  are  not  readily  available  for  alternative  and  private  investments  and  real  estate, 
estimated  fair  values  may  not  reflect  amounts  that  could  be  realized  upon  immediate  sale,  or  amounts  that  may 
ultimately  be  realized.  Accordingly,  estimated  fair  values  may  differ  significantly  from  the  values  that  would  have 
been  used  had  a ready  market  existed  for  these  investments. 

The  fair  value  of  loans  and  advances  made  under  the  authority  of  the  Alberta  Capital  Finance  Authority  Act  is  based 
on  the  net  present  value  of  future  cash  flows  discounted  using  the  Alberta  Capital  Finance  Authority’s  (the  Authority) 
current  cost  of  borrowing.  Fair  values  of  some  of  the  other  loans  and  advances,  including  those  made  under  the 
authority  of  the  Agriculture  Financial  Services  Act,  are  not  reported  due  to  there  being  no  organized  financial  market 
for  the  instruments  and  it  is  not  practicable  within  constraints  of  timeliness  or  cost  to  estimate  the  fair  values  with 
sufficient  reliability.  The  fair  value  of  unmatured  debt  and  debt  of  the  Authority  is  an  approximation  of  its  fair  value 
to  the  holder. 
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Note  2 (continued) 

The  fair  value  of  derivative  contracts  relating  to  portfolio  investments  is  included  in  the  fair  value  of  portfolio 
investments.  The  estimated  amount  receivable  or  payable  from  derivative  contracts  at  the  reporting  date  is  determined 
by  the  following  methods: 

Equity  and  bond  index  swaps  are  valued  based  on  changes  in  the  appropriate  market  based  index  net  of  accrued 
floating  rate  interest.  Forward  foreign  exchange  contracts  and  equity  index  futures  contracts  are  valued  based  on 
quoted  market  prices.  Interest  rate  swaps  and  cross-currency  interest  rate  swaps  are  valued  based  on  discounted 
cash  flows  using  current  market  yields  and  exchange  rates.  Credit  default  swaps  are  valued  based  on  discounted 
cash  flows  using  current  market  yields  and  calculated  default  probabilities. 

At  the  year  end,  the  fair  value  of  investments  and  any  other  assets  and  liabilities  denominated  in  a foreign  currency  are 
translated  to  Canadian  dollars  at  the  year  end  exchange  rate. 

NOTE  3 FINANCIAL  RISK  MANAGEMENT 

(a)  Asset  Management 

The  investments  that  the  Province  holds  are  exposed  to  credit  risk  and  price  risk.  Price  risk  is  comprised  of 
currency  risk,  interest  rate  risk  and  market  risk.  In  order  to  earn  the  best  possible  return  at  an  acceptable  level  of 
risk,  the  Province  has  established  policies  for  the  asset  mix  of  its  investment  portfolios. 

The  Province  reduces  its  investment  risk  by  holding  many  different  types  of  assets,  investing  in  securities  from 
various  governments  and  companies  in  different  industries  and  countries,  having  quality  constraints  on  fixed 
income  instruments,  and  restricting  amounts  exposed  to  countries  designated  as  emerging  markets.  The  use  of 
derivatives  is  controlled  (see  Note  4). 

Some  of  the  Province’s  investments  are  in  the  Alberta  Heritage  Savings  Trust  Fund  (Heritage  Fund),  which  also 
includes  money  allocated  to  the  Heritage  Fund  under  the  Access  to  the  Future  Act.  The  objective  is  to  invest  in  a 
diversified  portfolio  to  maximize  long-term  returns  at  an  acceptable  level  of  risk. 

Investments  in  the  Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund,  the  Alberta  Heritage 
Science  and  Engineering  Research  Endowment  Fund  and  the  Alberta  Heritage  Scholarship  Fund  are  managed 
to  provide  an  annual  level  of  income  to  intermediary  boards  responsible  for  making  grants  to  researchers  in  .the 
fields  of  medicine,  science  and  engineering,  and  to  selected  students. 

The  General  Revenue  Fund  also  holds  a portion  of  the  Province’s  investments.  General  Revenue  Fund 
investments  are  used  to  repay  debt  as  it  matures,  to  provide  funding  for  the  capital  plan,  and  to  help  protect 
operating  and  capital  spending  from  short-term  declines  in  revenue  and  the  costs  of  emergencies,  disasters, 
natural  gas  rebates  and  settlements  with  First  Nations. 

(b)  Liability  Management 

The  objective  of  the  Province’s  liability  management  program  is  to  achieve  the  lowest  possible  cost  on  its 
unmatured  debt  (see  Schedule  10).  In  order  to  achieve  this  objective,  the  Province  manages  four  financial  risks: 
interest  rate  risk,  currency  exchange  risk,  credit  risk,  and  refinancing  risk.  The  Province  manages  these  four  risks 
within  approved  policy  guidelines.  The  debt  of  provincial  corporations  is  managed  separately. 

The  Province  has  decided  that  the  most  effective  liability  risk  management  strategy  is  to  allow  existing  debt 
instruments  to  mature  in  accordance  to  their  terms. 
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NOTE  4 DERIVATIVE  CONTRACTS  AND  RELATED  CREDIT  RISK 


Derivative  contracts  are  financial  contracts,  the  value  of  which  is  derived  from  the  value  of  underlying  assets,  liabilities, 
indices,  interest  rates  or  currency  rates.  The  Province  uses  derivative  contracts  to  enhance  investment  return,  manage 
exposure  to  interest  rate  and  foreign  currency  risks,  and  for  asset  mix  management  purposes.  Associated  with  these 
instruments  are  credit  risks  that  could  expose  the  Province  to  potential  losses.  Credit  risk  relates  to  the  possibility  that 
a loss  may  occur  from  the  failure  of  another  party  to  perform  according  to  the  terms  of  a contract.  Credit  exposure  to 
counterparties  is  insignificant  in  relation  to  the  notional  principal  amount.  The  notional  value  of  a derivative  contract 
represents  the  amount  to  which  a rate  or  price  is  applied  in  order  to  calculate  the  exchange  of  cash  flows.  The  notional 
amounts,  upon  which  payments  are  based,  are  not  indicative  of  the  credit  risk  associated  with  derivative  contracts. 
Current  credit  exposure  is  represented  by  the  current  replacement  cost  of  all  outstanding  contracts  in  a favourable 
position  (positive  fair  value).  The  Province  limits  its  credit  exposure  by  dealing  with  counterparties  with  good  credit 
ratings. 

The  following  is  a summary  of  the  fair  values  and  maturity  schedules  of  the  Province’s  derivative  contracts  by  type: 

Maturity  Contract  Net 

Under  1 to  3 Over  Notional  Fair 

1 Year  Years  3 Years  Amount Value 

In  millions 


Interest  rate  swap  contracts 

16% 

25% 

59% 

$ 

13,227 

$ 

(116) 

Forward  foreign  exchange  contracts 

99% 

0% 

1% 

3,342 

(104) 

Credit  default  swap  contracts 

3% 

56% 

41% 

6,116 

(102) 

Cross-currency  interest  rate  swaps 

36% 

36% 

28% 

1,016 

(39) 

Equity  and  bond  index  swaps  and  futures 

87% 

2% 

11% 

6,839 

223 

Total  2009 

$ 

30,540 

$ 

(138) 

Total  2008 

$ 

32,007 

$ 

(42) 

(a)  The  notional  amounts,  upon  which  payments  are  based,  are  not  indicative  of  the  credit  risk  associated  with  derivative  contracts.  Current 
credit  exposure  is  represented  by  the  current  replacement  cost  of  all  outstanding  contracts  in  a favourable  position  (positive  fair  value). 
Credit  exposure  is  limited  by  dealing  with  counterparties  believed  to  have  good  credit  rating  (A+  or  greater). 

(b)  The  method  of  determining  the  fair  value  of  derivative  contracts  is  described  in  Note  2. 

(c)  Includes  derivatives  of  Alberta  Treasury  Branches  with  a contract  notional  amount  of  $6,283  million  and  a net  fair  value  of  $131  million. 
The  exposure  to  credit  risk  on  these  derivatives  of  $241  million  is  reduced  by  entering  into  collateral  agreements  with  counterparties  of 
$104  million  leaving  a residual  credit  exposure  on  derivatives  of  $137  million. 
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NOTE  5 BUDGET 


The  budget  amounts  were  tabled  in  the  Legislature  on  April  22,  2008.  This  table  uses  the  same  grouping  of  financial 


assets  and  liabilities  as  the  budget. 


Financial  assets 

Heritage  Fund  external  investments 
Self-supporting  lending  organizations  (a) 

Capital  Account (b) 

Alberta  Sustainability  Fund  (c> 

Endowments  and  other  funds (d) 

Debt  Retirement  Account  (Note  6) 

Other  financial  assets 

Liabilities 

Pension  liabilities  (Schedule  12) 

Self-supporting  lending  organizations  (a) 

Accumulated  debt  (Note  6) 

Liabilities  for  government-owned  capital 
Accounts  and  interest  payable  and  other  liabilities 

Net  financial  assets  of  government  sector  entities 

Tangible  capital  assets  and  inventories  of  supplies 

Net  assets  of  government  sector  entities 

Pension  liabilities  (Schedule  12) 

Net  assets  for  fiscal  plan  purposes 
Pension  liabilities  (Schedule  12) 

Equity  in  Crown-controlled  SUCH  sector  organizations 

Net  assets  for  financial  statement  purposes 


2009  2008 


Budget 

Actual 

Actual 

In  millions 

$ 16,710 

$ 13,838 

$ 16,412 

8,776 

9,235 

7,950 

5,973 

6,974 

7,472 

7,653 

9,848 

7,653 

3,768 

3,208 

3,783 

1,170 

1,175 

1,794 

9,984 

9,773 

10,864 

54,034 

54,051 

55,928 

8,245 

10,081 

7,883 

7,997 

8,424 

7,251 

1,160 

1,160 

1,784 

664 

880 

439 

6,065 

6,633 

7,044 

24,131 

27,178 

24,401 

29,903 

26,873 

31,527 

15,927 

15,848 

14,140 

45,830 

42,721 

45,667 

8,245 

10,081 

7,883 

$ 54,075 

52,802 

53,550 

(10,081) 

(7,883) 

3,553 

3,519 

$ 46,274 

$ 49,186 

(a)  Alberta  Capital  Finance  Authority  and  Agriculture  Financial  Services  Corporation. 

(b)  The  Capital  Account  was  established  to  provide  funding  for  the  capital  plan.  Under  the  Province’s  fiscal  framework,  funds  can  be  deposited 
into  the  Capital  Account  in  one  year  to  pay  for  capital  projects. 

(c)  The  Alberta  Sustainability  Fund  was  established  to  help  protect  operating  and  capital  spending  from  short  term  declines  in  revenue  and  to 
fund  the  costs  of  emergencies,  disasters,  natural  gas  rebates  and  settlements  with  First  Nations. 

(d)  Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund,  Alberta  Heritage  Science  and  Engineering  Research  Endowment 
Fund,  Alberta  Heritage  Scholarship  Fund,  Alberta  Cancer  Prevention  Legacy  Fund,  Energy  Innovation  Fund,  Climate  Change  Emissions 
Management  Fund  and  Alberta  Enterprise  Corporation. 
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Note  5 (continued) 


The  following  table  compares  the  actual  results  with  the  budget. 


2009 

2008 

Budget (a) 

Actual 

Actual (a) 

In  millions 

Revenues  for  fiscal  plan  purposes  (Schedule  1) 

$ 38,743 

35,789 

38,169 

Expenses  (Schedules  2 and  3) 

37,362 

38,682 

35,878 

1,381 

(2,893) 

2,291 

Adjustment  for  pension  provisions  (Schedule  4) 

187 

2,041 

2,290 

1,568 

(852) 

4,581 

Withdrawals  from  the  Sustainability  Fund (b) 

- 

852 

- 

Adjusted  annual  surplus  for  fiscal  plan  purposes 

$ 1,568 

- 

4,581 

Adjustment  for  withdrawals  from  the  Sustainability  Fund 

(852) 

- 

Adjustment  for  pension  provisions  (Schedule  4) 
Increase  in  equity  in  Crown-controlled  SUCH 

(2,041) 

(2,290) 

sector  organizations  (Schedules  1 and  8) 

38 

156 

Annual  (deficit)  surplus  for 


financial  statement  purposes  $ (2,855)  $ 2,447 

(a)  Budget  numbers  have  been  restated  to  reflect  reporting  of  external  investment  management  fees  as  an  expense  instead  of  as  a reduction 
to  revenue.  This  increases  both  revenue  and  expense  by  $172  million.  Actual  revenue  and  expense  for  2007-08  has  been  increased  by 
$156  million. 

(b)  The  Fiscal  Responsibility  Act  permits  withdrawals  from  the  Sustainability  Fund  when  there  are  declines  in  non-energy  revenue. 

NOTE  6 FISCAL  RESPONSIBILITY  LEGISLATION 

Effective  April  1 , 2005,  the  Fiscal  Responsibility  Act  requires  that  the  financial  assets  in  the  Debt  Retirement  Account 
must  be  equal  to  or  greater  than  the  amount  of  the  accumulated  debt  at  the  fiscal  year  end.  During  2008-09,  the 
Province  complied  with  the  Act. 

Accumulated  Debt 

The  table  below  shows  the  balance  of  accumulated  debt  at  March  31 , 2009. 

2009  2008 
In  millions 


Unmatured  debt  (Schedule  10) 

$ 

2,064 

$ 

2,522 

Funding  obligation  for  school  board  debentures  (Schedule  13) 
Adjustments  to  conform  to  statutory  definition 

204 

256 

Borrowings  for  provincial  corporations 

(1,108) 

(994) 

Accumulated  debt  at  end  of  year 

$ 

1,160 

$ 

1,784 
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Note  6 (continued) 


In  addition,  Note  5 shows  that  funds  amounting  to  $1,175  million  (2008:  $1,794  million),  at  cost,  have  been  set  aside 
in  the  Debt  Retirement  Account  to  retire  accumulated  debt  that  has  not  yet  matured. 


Accumulated  debt  at  end  of  year 
Funds  available  for  debt  repayment 
Accumulated  debt  less  funds  set  aside 


2009  2008 


Budget 

Actual 

Actual 

In  millions 

$ 1,160 

$ 1,160 

$ 1,784 

1,170 

1,175 

1,794 

$ (10) 

$ (15) 

$ (10) 

NOTE  7 OBLIGATIONS  UNDER  PUBLIC  PRIVATE  PARTNERSHIPS 

The  Province  has  entered  into  contracts  for  the  design,  finance,  build  and  maintenance  of  the  following  public  private 
partnerships:  Anthony  Henday  - South  East  Edmonton  Ring  Road,  Stoney  Trail  - North  East  Calgary  Ring  Road, 
Anthony  Henday  - North  West  Edmonton  Ring  Road  and  Alberta  Schools  Alternative  Procurement. 

The  details  of  the  30  year  contracts  are  as  follows: 

Anthony 
Henday  - 
South  East 
Edmonton  Ring 

Road 

w 

In  millions 


Stoney 
Trail  - 
North  East 
Calgary  Ring 
Road 


Anthony 
Henday  - 
North  West 
Edmonton 
Ring  Road 


Alberta 

Schools 

Alternative 

Procurement 

(b) 


Contractor 


Date  contract  entered  into 
Scheduled  completion  date 
Date  capital  payments  begin  (c) 
Progress  payments  during 
construction 

NPV  of  capital  payments 
at  scheduled  completion  date  (d) 
Monthly  capital  payments  (e) 


Access  Roads 
Edmonton  Ltd. 

January  2005 
October  2007 
November  2007 


Stoney  Trail 
Group 

February  2007 
October  2009 
November  2009 


Northwest- 
connect 
General 
Partnership 
July  2008 
October  2011 
November  2011 


BBPP 

Alberta 

Schools 

Limited 

September  2008 
June  2010 
June  2010 


$ 

- 

$ 

300 

$ 

356 

$ 

156 

$ 

1.95 

$ 

0.8 

$ 

500 

$ 

- 

$ 

781 

$ 

706 

$ 

4.19 

$ 

2.42 

(a)  The  total  capital  cost  of  the  project,  which  was  cost-shared  between  the  Federal  Government  and  the  Province,  was  $43 1 .4  million  (Federal 
contribution  of  $75.0  million  plus  Province’s  contribution  of  the  net  present  value  of  the  capital  payments  of  $356.4  million). 

(b)  The  NPV  for  the  capital  payment  stream  of  schools  under  construction  of  $706  million  as  at  June  2010  is  comprised  of  $581  million  for 
the  capital  payments  and  a $125  million  lump  sum  payment  the  Province  will  provide  to  the  contractor  upon  completion  of  the  project. 

(c)  Capital  payments  begin  on  the  date  specified  or  upon  completion  of  the  project,  whichever  is  later. 

(d)  Total  NPV  of  capital  payments  at  scheduled  completion  is  $1,999  million  (Note  8). 

(e)  Monthly  capital  payments  include  interest  and  principal. 
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Note  7 (continued) 


The  calculation  of  the  obligations  under  public  private  partnerships  are  as  follows: 


Anthony 

Stoney 

Anthony 

Henday  - 

Trail  - 

Henday  - 

Alberta 

South  East 

North  East 

North  West 

Schools 

Edmonton 

Calgary  Ring 

Edmonton 

Alternative 

Ring  Road 

Road 

Ring  Road 

Procurement 

2009 

2008 

w 

Total 

Total 

In  millions 

Obligations,  beginning  of  year 

$ 354 

$ 85 

$ 

$ 

$ 439 

$ 252 

Additions  to  obligations 

during  the  year 

- 

41 

244 

161 

446 

189 

Principal  payments 

(5) 

- 

- 

- 

(5) 

(2) 

Obligations,  end  of  year 

$ 349 

$ 126 

$ 244 

$ 161 

$ 880 

$ 439 

(a)  The  $161  million  obligation  to  the  contractor  and  the  expense  recorded  in  these  financial  statements  represents  the  net  present  value  of  the 
work  in  progress  completed  by  March  31,  2009.  Since  the  schools  will  be  under  the  operational  control  of  the  school  jurisdictions  upon 
completion,  the  work  in  progress  will  be  recorded  as  a capital  asset  by  the  school  jurisdictions  (see  Schedule  8). 


NOTE  8 CONTRACTUAL  OBLIGATIONS 

Contractual  obligations  are  obligations  of  the  Province  to  others  that  will  become  liabilities  in  the  future  when  the 
terms  of  those  contracts  or  agreements  are  met. 


2009  2008 
Restated 


In  millions 

Obligations  under  long-term  leases,  contracts  and  programs 

$ 

28,395 

$ 

26,583 

Loans  and  advances  approved 

Obligations  under  public  private  partnerships 

48 

63 

Operation  and  maintenance  payments 

1,272 

662 

Capital  payments 

3,462 

983 

$ 

33,177 

$ 

28,291 

Estimated  payment  requirements  for  each  of  the  next  five  years  and  thereafter  are  as  follows: 


Obligations  Under  Long-term  Leases,  Contracts  and  Programs 

In  millions 


2009-10 

$ 

7,755 

2010-11 

5,610 

2011-12 

3,778 

2012-13 

2,722 

2013-14 

2,242 

Thereafter 

6,288 

$ 

28,395 
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Note  8 (continued) 


Obligations  Under  Public  Private  Partnerships 


Operation  and  Maintenance  Payments 


Anthony 
Henday  - 
South  East 
Edmonton  Ring 
Road 

Stoney 
Trail - 
North  East 
Calgary  Ring 
Road 

Anthony 
Henday  - 
North  West 
Edmonton 
Ring  Road 

Alberta  Schools 
Alternative 
Procurement 

Total 

In  millions 

2009-10 

$ 

10 

$ 5 

$ 

$ 

$ 

15 

2010-11 

13 

10 

- 

3 

26 

2011-12 

9 

10 

6 

4 

29 

2012-13 

9 

11 

12 

4 

36 

2013-14 

9 

11 

12 

4 

36 

Thereafter 

250 

307 

427 

146 

1,130 

$ 

300 

$ 354 

$ 457 

$ 161 

$ 

1,272 

Obligations  under  Public  Private  Partnerships 


Capital  Payments 


Anthony 

Stoney 

Anthony 

Henday  - 

Trail  - 

Henday  - 

Alberta 

South  East 

North  East 

North  West 

Schools 

Edmonton  Ring 

Calgary  Ring 

Edmonton 

Alternative 

Road 

Road 

Ring  Road 

Procurement 

Total 

In  millions 

2009-10  $ 

23  $ 

4 

$ 

- $ 

- $ 

27 

2010-11 

23 

10 

- 

147 

180 

2011-12 

23 

10 

21 

29 

83 

2012-13 

23 

10 

50 

29 

112 

2013-14 

23 

10 

50 

29 

112 

Thereafter 

554 

246 

1,386 

762 

2,948 

669 

290 

1,507 

996 

3,462 

Less  amount 

representing  interest 
Repayments  of  obligations 

(320) 

(134) 

(726) 

(290) 

(1,470) 

under  public  private 
partnerships 

7 

. 

7 

Total  NPV  of  capital 
payments  at  scheduled 
completion  date  (Note  7)  $ 

356  $ 

156 

$ 

781  $ 

706  $ 

1,999 
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Note  8 (continued) 


Major  commitments  included  in  the  above  figures  are  commitments  for  capital  construction  contracts  for  health 
and  education  facilities,  highways  and  the  Municipal  Sustainability  Initiative  which  is  a 10  year  agreement  between 
the  Province  and  Alberta  municipalities  for  capital  and  operating  purposes.  Some  contractual  obligations  of  Crown- 
controlled  SUCH  sector  organizations  included  in  the  above  figures  are  supported  by  funding  commitments  of  related 
ministries,  the  amounts  of  which  are  not  readily  determinable. 

The  government  has  various  commitments  relating  to  the  devolution  of  services  or  disposition  of  assets  to  the  private 
sector.  Those  commitments  include  the  performance  of  duties  and  obligations  if  the  private  sector  organization  fails  to 
meet  them. 

NOTE  9 CONTINGENT  LIABILITIES 

Set  out  below  are  details  of  contingent  liabilities  resulting  from  guarantees,  indemnities  and  litigation,  other  than  those 
reported  as  liabilities  and  shown  in  Schedule  13.  Any  losses  arising  from  the  settlement  of  contingent  liabilities  are 
treated  as  current  year  expenses. 

(a)  Indemnities  and  Guarantees 

Guarantees  amounting  to  $84  million  (2008:  $97  million)  are  analyzed  in  Schedule  15. 

The  Province  has  pledged  a $300  million  indemnity  as  its  share  of  funding  support  under  the  senior  funding 
facility  established  under  the  Montreal  Accord  as  outlined  in  Note  12. 

(b)  Contingent  Liabilities 

The  Province,  through  the  Credit  Union  Deposit  Guarantee  Corporation,  has  a potential  liability  under 
guarantees  relating  to  deposits  of  credit  unions.  At  December  31,  2008  credit  unions  in  Alberta  held  deposits 
totalling  $15.1  billion  (2007:  $13.3  billion)  and  had  assets  in  excess  of  deposits. 

(c)  Legal  Actions 

At  March  31,  2009,  the  Province  was  involved  in  various  legal  actions,  the  outcome  of  which  is  not 
determinable.  Accruals  have  been  made  in  specific  instances  where  it  is  probable  that  losses  will  be  incurred 
which  can  be  reasonably  estimated.  The  resulting  loss,  if  any,  from  claims  in  excess  of  the  amounts  accrued 
cannot  be  determined. 

The  Province  has  a contingent  liability  in  respect  of  32  claims  (2008:  30  claims)  concerning  aboriginal  rights, 
Indian  title  and  treaty  rights.  In  most  cases,  these  claims  have  been  filed  jointly  and  severally  against  the 
Province  of  Alberta  and  the  Government  of  Canada,  and  in  some  cases  involve  third  parties.  Of  these  claims, 

18  (2008:  17)  have  specified  amounts  totalling  $1 10.6  billion  (2008:  $1 10.0  billion)  plus  a provision  for 
interest  and  other  costs  that  is  not  calculable.  The  other  14  claims  (2008:  13  claims)  have  not  specified  any 
amounts. 

Further,  the  Province  was  named  as  defendant  in  various  other  legal  actions  in  addition  to  those  noted  above. 
The  total  claimed  in  specific  legal  actions  amounts  to  approximately  $4.92  billion  (2008:  $3.6  billion). 
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NOTE  10  TRUST  FUNDS  UNDER  ADMINISTRATION 


Trust  funds  under  administration  are  regulated  and  other  funds  consisting  of  public  money  over  which  the  Legislature 
has  no  power  of  appropriation.  Because  the  Province  has  no  equity  in  the  funds  and  administers  them  for  the 
purposes  of  various  trusts,  they  are  not  included  in  the  consolidated  financial  statements.  As  at  March  31,  2009,  trust 
funds  under  administration  were  as  follows: 


2009  2008 

Restated 


In  millions 

Public  Sector  Pension  Plan  Funds 

$ 

22,757 

$ 

27,218 

Teachers'  Pension  Plan  Funds 

3,435 

4,538 

The  Workers'  Compensation  Board  Accident  Fund 
Regional  Health  Authorities  and  various 

1,421 

2,648 

health  institutions  construction  accounts 

1,733 

841 

Public  Trustee 

524 

499 

Special  Areas  Trust  Account 

82 

82 

Various  Court  Offices  and  Fines  Distribution  Trust 

101 

78 

Miscellaneous  trust  funds 

245 

279 

$ 

30,298 

$ 

36,183 

NOTE  1 1 DEFINED  BENEFIT  PLANS 
(a)  Pension  Plans 

The  government  administers  three  contributory  defined  benefit  pension  plans  for  the  current  employees  of 
government  entities:  the  Public  Service  Pension  Plan,  Management  Employees  Pension  Plan  and  Supplementary 
Retirement  Plan  for  Public  Service  Managers.  Pension  costs  for  these  plans,  which  were  funded  by  government 
sector  entities  during  2009  and  included  in  expenses  by  function  in  these  financial  statements,  amounted  to 
$203  million  (2008:  $183  million). 

Benefits  paid  from  these  plans  are  based  on  length  of  service  and  pensionable  earnings.  The  average  age 
of  the  approximately  53,300  active  employees  is  44.  In  addition,  there  are  approximately  10,300  former 
employees  who  are  entitled  to  refunds  of  contributions  with  interest  or  pension  benefits  when  all  of  the 
eligibility  requirements  are  met.  At  present,  these  plans  provide  benefits  for  approximately  22,200  retirees. 
Benefit  payments  were  $328  million  in  2009  (2008:  $304  million).  Total  contributions  were  $477  million 
in  2009  (2008:  $425  million),  of  which  employee  contributions  amounted  to  $225  million  in  2009 
(2008:  $199  million). 

The  government  guarantees  payment  of  all  benefits  under  the  Management  Employees  Pension  Plan  arising 
from  service  before  1994. 

A separate  pension  plan  fund  administered  by  the  government  is  maintained  for  each  pension  plan.  Pension 
plan  fund  assets  are  invested  in  both  marketable  investments  of  organizations  external  to  the  government  and  in 
Province  of  Alberta  bonds  and  promissory  notes. 

At  December  31,  2008,  the  Public  Service  Pension  Plan  reported  a deficiency  of  $1,188  million 
(2007:  deficiency  of  $92  million),  the  Supplementary  Retirement  Plan  for  Public  Service  Managers  reported  a 
deficiency  of  $7  million  (2007:  a surplus  of  $2  million),  and  the  Management  Employees  Pension  Plan  reported 
a deficiency  of  $569  million  (2007:  a deficiency  of  $84  million).  The  extrapolation  of  unfunded  liabilities  to 
March  3 1 , 2009  is  reflected  in  Schedule  1 2. 
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Note  11  (continued) 

(b)  Long  Term  Disability  Income  Continuance  Plans 

The  government  also  administers  two  long  term  disability  income  continuance  plans.  As  at  March  31,  2009, 
these  plans  taken  together  reported  an  actuarial  deficiency  of  $34.6  million  (2008:  surplus  of  $1.6  million). 

At  March  31,  2009,  the  government’s  share  of  the  estimated  accrued  benefit  liability  for  these  plans  has  been 
recognized  in  these  financial  statements. 

NOTE  12  ASSET-BACKED  SECURITIES 

The  Canadian  market  for  third  party  or  non-bank  sponsored  asset-backed  commercial  paper  (“ABCP”)  suffered  a 
liquidity  disruption  in  mid-August  2007,  following  which  a group  of  market  participants  including  major  investors, 
banks,  asset  providers,  dealers,  and  third-party  sponsors,  agreed  to  work  collectively  to  restructure  this  market  segment. 
This  agreement,  which  came  to  be  known  as  the  Montreal  Accord  (“the  Accord”)  was  finalized  on  January  21,  2009. 
The  ABCP  subject  to  the  Accord  were  restructured  into  new  longer-term  floating  rate  notes  that  more  closely  matched 
the  maturities  of  the  underlying  assets. 

At  March  31,  2009,  the  Province,  through  its  investments  in  the  Alberta  Heritage  Savings  Trust  Fund,  the 
Alberta  Heritage  Scholarship  Fund,  the  Alberta  Heritage  Science  and  Engineering  Research  Endowment  Fund, 
the  Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund,  and  the  Alberta  Cancer  Prevention 
Legacy  Fund  incurred  write-downs.  Included  in  Net  investment  loss  on  the  Consolidated  Statement  of  Operations 
of  $1,919  million  are  write-downs  amounting  to  $43  million  (2008:  $ 1 6 1 million)  of  which  $2  million  (2008: 

$3  million)  relates  to  ABCP  subject  to  the  Accord  and  the  balance  of  $43  million  (2008:  $156  million)  relates  to  other 
asset-backed  securities.  The  write-down  of  other  asset-backed  securities  relates  to  three  structured  investment  vehicles 
(2008:  six)  with  a market  value  at  March  31,  2009  of  $nil  (2008:  $86  million).  As  of  March  31,  2009,  the  remaining 
estimated  fair  value  of  the  Province’s  investments  in  asset-backed  securities  was  $120  million  (2008:  $124  million). 

Alberta  Treasury  Branches,  which  is  accounted  for  on  the  modified  equity  basis,  also  incurred  write-downs  on  ABCP 
of  $225  million  (2008:  $253  million)  of  which  $203  million  (2008:  $243  million)  relates  to  ABCP  subject  to  the 
Accord.  These  write-downs  are  included  in  Net  income  from  commercial  operations  on  the  Consolidated  Statement  of 
Operations.  As  at  March  31,  2009,  the  remaining  estimated  fair  value  of  these  investments  in  ABCP  was  $702  million 
(2008:  $890  million). 

The  University  of  Alberta  and  the  University  of  Calgary,  both  of  which  are  accounted  for  on  the  modified  equity 
basis,  also  incurred  write-downs  on  ABCP  totalling  $44  million  (2008:  $58  million)  of  which  $42  million 
(2008:  $57  million)  relates  to  the  ABCP  subject  to  the  Accord.  These  write-downs  are  included  in  Increase  in  equity  in 
Crown-controlled  SUCH  sector  organizations  on  the  Consolidated  Statement  of  Operations.  As  at  March  31,  2009, 
the  remaining  estimated  fair  value  of  these  investments  in  ABCP  was  $131  million  (2008:  $180  million). 
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Note  12  (continued) 


The  Province’s  holdings  in  ABCP  subject  to  the  Accord  at  March  31,  2009  are  as  follows: 


Write-down  Write-down  Write-down 
Cost  2008  2009  Total 


Included  in 
Financial 
Statement 
Line  Item 


Remaining 

Estimated 

Fair 

Value 


Endowments  and 

other  funds ^ $ 63  $ 

Alberta  Treasury 

Branches  $ 1,001  $ 

The  University  of 
Alberta  and  the 

University  of  Calgary  $ 227  $ 


In  millions 

5 $ 2 $ 7 Net  investment  $ 59 

loss 

243  $ 203  $ 446  Net  income  $ 629 

from  commercial 
operations 

57  $ 42  $ 99  Increase  in  equity  $ 126 

in  Crown-controlled 
SUCH  sector 
organizations 


(a)  Alberta  Heritage  Savings  Trust  Fund,  Alberta  Heritage  Scholarship  Fund,  Alberta  Science  and  Engineering  Research  Endownment  Fund, 
Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund  and  Alberta  Cancer  Prevention  Legacy  Fund. 


A senior  funding  facility  was  also  established  as  part  of  the  Accord  to  help  investors  and  asset  providers  to  achieve  a 
stable  and  effective  restructuring  agreement.  The  participants  of  this  facility  are  the  governments  of  Canada,  Quebec, 
Alberta  and  Ontario.  The  Province  has  pledged  a $300  million  indemnity  as  its  share  of  funding  support. 

Although  the  Montreal  Accord  restructuring  successfully  closed  in  January  2009,  there  remains  continued  uncertainty 
regarding  the  amount  and  timing  of  cash  flows  and  the  value  of  the  assets  that  underlie  the  new  investment  structure. 
Consequently,  it  is  possible  that  the  ultimate  fair  value  of  these  assets  may  vary  significantly  from  current  estimates  and 
that  the  magnitude  of  any  such  difference  could  be  material  to  our  financial  results.  The  current  economic  slowdown 
in  North  America  could  have  a significant  impact  on  the  valuation  of  the  underlying  assets,  which  could  ultimately 
impact  the  value  of  the  notes  currently  held. 


NOTE  13  FUTURE  CHANGES  IN  ACCOUNTING  POLICIES 
Method  of  Consolidation 

The  Public  Sector  Accounting  Board  has  issued  standards  that  require  Crown-controlled  SUCH  sector  organizations 
to  be  accounted  for  using  the  full  consolidation  method  commencing  on  or  before  the  2008-09  fiscal  year.  In  January 
2009,  the  Public  Sector  Accounting  Board  extended  the  transition  period  for  an  additional  year.  In  the  transition 
period  now  extended  to  March  31,  2009,  these  Crown-controlled  organizations  are  allowed  to  be  accounted  for  using 
the  modified  equity  basis  of  accounting  (see  Note  1 (b)).  Had  Crown-controlled  SUCH  sector  organizations  been 
fully  consolidated  with  government  sector  entities  at  March  31,  2009,  Net  assets  of  the  Province  would  have  increased 
by  approximately  $14.3  billion  (2008:  $12.1  billion)  and  Annual  deficit  would  have  decreased  by  approximately 
$2.2  billion  (2008:  Annual  surplus  would  have  increased  by  approximately  $2.5  billion). 
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NOTE  14  LOCAL  AUTHORITIES  PENSION  PLAN 


In  2009,  the  Province  recorded  the  liability  for  its  pension  obligation  as  an  employer  for  organizations  that 
are  controlled  by  the  Province.  This  includes  government  sector  entities  and  Crown-controlled  SUCH  sector 
organizations  employees  in  the  Local  Authorities  Pension  Plan.  As  a result,  the  Provinces  opening  Net  assets  have 
been  decreased  by  $157  million. 

NOTE  1 5 OTHER  ADJUSTMENTS  TO  NET  ASSETS 

The  reconciliation  of  other  adjustments  to  Net  assets  is  as  follows: 


2009 

2008 

In  millions 

Other  adjustments  to  net  assets 

Transfer  of  infrastructure  assets  (Schedule  14(f)) 

$ 

$ 

11 

Accumulated  unrealized  (losses)  gains  (Schedules  7 and  8) 

(191) 

42 

Other 

18 

2 

$ (173) 

$ 

55 

NOTE  16  COMPARATIVE  FIGURES 

Certain  2008  figures  have  been  reclassified,  where  necessary,  to  conform  to  2009  presentation. 
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Schedules  to  the  2008-09  Consolidated  Financial  Statements 


REVENUES  Schedule  1 

2009  2008 

Budget 

(Note  5) Actual  Actual 

In  millions 


Income  taxes 

Personal  income  tax 
Corporate  income  tax 

Other  taxes 

Education  property  tax 
Tobacco  tax 
Fuel  tax 

Freehold  mineral  rights  tax 
Insurance  taxes 
Alberta  tourism  levy 

Non-renewable  resource  revenue 

Natural  gas  and  by-products  royalty 

Synthetic  crude  oil  and  bitumen  royalty 

Bonuses  and  sales  of  Crown  leases 

Crude  oil  royalty 

Rentals  and  fees 

Coal  royalty 

Royalty  tax  credit 

Transfers  from  Government  of  Canada 
Health  transfers 
Canada  social  transfer 
Agriculture  support  programs 
Other 

Net  income  from  commercial  operations 
Lottery  operations 
Liquor  operations 
Other 

Net  investment  (loss)  income 

Premiums,  fees  and  licences 

Health  care  insurance  premiums 

Motor  vehicle  licences 

Crop  and  hail  insurance  premiums 

Energy  Resources  Conservation  Board  levies 

Other 

Other 

Revenues  for  fiscal  plan  purposes 

Increase  in  equity  in  Crown-controlled 

SUCH  sector  organizations  (Schedule  8) 

Revenues  for  financial  statement  purposes 


$ 

8,614 

$ 8,708 

$ 8,271 

3,774 

4,252 

4,695 

12,388 

12,960 

12,966 

1,450 

1,466 

1,393 

890 

828 

845 

775 

719 

751 

318 

261 

247 

263 

293 

265 

74 

74 

72 

3,770 

3,641 

3,573 

5,684 

5,834 

5,199 

3,402 

2,973 

2,913 

868 

1,112 

1,128 

1,601 

1,800 

1,655 

140 

160 

159 

14 

36 

14 

- 

- 

(44) 

11,709 

11,915 

1 1 ,024 

1,604 

2,051 

1,355 

1,121 

1,208 

866 

333 

284 

171 

737 

642 

656 

3,795 

4,185 

3,048 

1,516 

1,512 

1,615 

680 

684 

678 

269 

15 

38 

2,465 

2,211 

2,331 

2,011 

(1,919) 

2,414 

752 

759 

979 

365 

373 

361 

171 

209 

146 

109 

109 

91 

425 

541 

485 

1,822 

1,991 

2,062 

783 

805 

751 

$ 

38,743 

35,789 

38,169 

38 

156 

$ 35,827 

$ 38,325 
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EXPENSES  BY  MINISTRY 


Schedule  2 


2009 2008 

Budget  Actual  Actual 

(Note  5) 

In  millions 


Program  expenses 

Offices  of  the  Legislative  Assembly 
Ministries 

Health  and  Wellness 
Education 

Advanced  Education  and  Technology 
Transportation 

Seniors  and  Community  Supports 

Agriculture  and  Rural  Development 

Children  and  Youth  Services 

Finance  and  Enterprise 

Employment  and  Immigration 

Infrastructure 

Municipal  .Affairs 

Housing  and  Urban  Affairs 

Solicitor  General  and  Public  Security 

Culture  and  Community  Spirit 

Sustainable  Resource  Development 

Justice 

Energy 

Environment 

Service  Alberta 

Tourism,  Parks  and  Recreation 
Aboriginal  Relations 
Treasury  Board 
Executive  Council 

International  and  Intergovernmental  Relations 
Provision  for  capital  cost  escalation  (a) 

Debt  servicing  costs 
Pension  provisions  (b) 


$ 

91 

$ 

87 

$ 

86 

13,230 

12,881 

12,062 

5,848 

5,897 

5,616 

3,425 

3,431 

3,232 

2,199 

2,246 

2,052 

1,914 

1,844 

1,728 

1,010 

1,317 

832 

1,098 

1,093 

973 

1,175 

1,054 

1,022 

920 

975 

845 

964 

758 

826 

691 

705 

507 

574 

626 

508 

583 

579 

515 

553 

524 

443 

375 

485 

480 

523 

442 

378 

403 

393 

293 

403 

332 

264 

295 

284 

284 

248 

240 

247 

117 

141 

94 

68 

42 

38 

30 

29 

23 

29 

28 

26 

189 

- 

- 

36,955 

36,433 

33,374 

220 

208 

214 

187 

2,041 

2,290 

$ 

37,362 

$ 

38,682 

$ 

35,878 

(a)  The  provision  for  capital  cost  escalation  has  not  been  allocated  to  any  ministry. 

(b)  Pension  provisions  are  related  to  the  Ministry  of  Education  and  the  Ministry  of  Finance  and  Enterprise. 
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EXPENSES  BY  OBJECT 

Schedule  3 

2009 

2008 

In  millions 

Grants 

Crown-controlled  SUCH  sector  organizations 

$ . 

16,575 

$ 15,632 

Other 

11.543 

10,635 

Services 

4,174 

3,285 

Salaries,  wages,  employment  contracts  and  benefits 

2,614 

2,375 

Amortization  of  tangible  capital  assets  and 

consumption  of  inventories  of  supplies 

578 

522 

Interest  and  amortization  of  exchange  gains  and  losses 

431 

491 

Valuation  adjustments  (Schedule  4) 

2,207 

2,409 

Materials  and  supplies 

245 

241 

Travel  and  communication 

196 

170 

Pension  liability  funding 

75 

74 

Other 

44 

44 

$ : 

38,682 

$ 35,878 

VALUATION  ADJUSTMENTS 

Schedule  4 

2009 

2008 

Budget 

(Note  5) 

Actual 

Actual 

In  millions 

Pension  provisions  (Schedule  12) 

$ 187  $ 

2,041 

$ 2,290 

Provision  for  losses,  doubtful  accounts,  loans, 

guarantees  and  indemnities 

85 

145 

101 

Provision  for  employee  benefits  other  than  pensions 

8 

21 

18 

$ 280  $ 

2,207 

$ 2,409 

CASH  AND  TEMPORARY  INVESTMENTS 

Schedule  5 

2009 

2008 

Book  Fair 

Book 

Fair 

Value  Value 

Value 

Value 

In  millions 

Fixed-income  securities  (a) 

Government  of  Canada,  direct  and  guaranteed  $ 1,400  $ 1,403 

$ 910 

$ 917 

Provincial,  direct  and  guaranteed 

1,709  1,713 

722 

722 

Corporate 

2,379  2,580 

2,590 

2,590 

Municipal 

50  50 

18 

18 

Pooled  investment  funds 

115  115 

30 

31 

5,853  5,861 

4,270 

4,278 

Cash  and  cash  equivalents 

2,025  2,025 

1,366 

1,366 

< 

$ 7,878  $ 7,886 

$ 5,636 

$ 5,644 

(a)  Fixed-income  securities  had  an  average  effective  market  yield  of  0.6%  per  annum  (2008:  2.1%  per  annum).  All  (2008:  all)  of  the  securities 
had  terms  to  maturity  of  less  than  one  year. 
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PORTFOLIO  INVESTMENTS 


Schedule  6 


c.  . • . . (a)(b) 

Fixed-income  securities 

Government  of  Canada,  direct  and  guaranteed 
Provincial,  direct  and  guaranteed 
Municipal 
Corporate 

Pooled  investment  funds 

Equities 

Canadian 

Foreign 

Non-North  American 
Real  estate 

Alternative  investments 


2009 

2008 

Book 

Fair 

Book 

Fair 

Value 

Value 

Value 

Value 

In  millions 

$ 4,406 

$ 

4,660 

$ 4,707  $ 

4,820 

4,379 

4,595 

4,203 

4,294 

203 

209 

213 

217 

6,287 

6,245 

7,277 

7,259 

4,941 

4,771 

6,486 

6,445 

20,216 

20,480 

22,886 

23,035 

2,703 

2,414 

3,330 

3,281 

2,229 

2,474 

3,020 

3,137 

2,838 

2,459 

3,312 

3,184 

1,613 

2,297 

262 

359 

2,284 

2,311 

3,305 

3,972 

11,687 

11,955 

13,229 

13,933 

$ 31.903 

$ 

32,435 

$ 36,115  $ 

36,968 

(a)  The  majority  of  the  Province’s  fixed-income  securities  are  held  by  the  General  Revenue  Fund.  As  at  March  31,  2009,  the  General  Revenue 
Fund  held  $14.8  billion  (2008:  $16.0  billion)  of  public  fixed-income  securities  at  cost  (fair  value  $1 5.2  billion  (2008:  $16.2  billion)).  The 
securities  held  have  an  average  effective  market  yield  of  3.0%  (2008:  3.5%)  per  annum.  23%  (2008:  39%)  of  the  securities  held  had  terms 
to  maturity  of  less  than  one  year. 

(b)  Fixed-income  securities  are  also  held  by  the  Alberta  Heritage  Savings  Trust  Fund  (Heritage  Fund).  As  at  March  31,  2009,  the  Heritage 
Fund  held  $4.0  billion  (2008:  $5.3  billion)  of  public  fixed-income  securities  at  cost  (fair  value  $3.8  billion  (2008:  $5.2  billion)).  The 
securities  held  have  an  average  effective  market  yield  of  7.2%  (2008:  5.2%)  per  annum  and  the  following  term  structure  based  on  principal 
amount. 


2009 

2008 

% 

Under  1 year 

5 

4 

1 to  5 years 

36 

28 

6 to  1 0 years 

27 

39 

11  to  20  years 

15 

11 

Over  20  years 

17 

18 

100 

100 

CONSOLIDATED  FINANCIAL  STATEMENTS 


49 


EQUITY  IN  COMMERCIAL  ENTERPRISES  Schedule  7 


2009 

2008 

In  millions 

Accumulated  surpluses 

Accumulated  surpluses  at  beginning  of  year 

$ 

2,168 

$ 

2,091 

Total  revenue 

4,980 

5,101 

Total  expense 

2,769 

2,770 

Net  revenue 

2,211 

2,331 

Change  in  accumulated  unrealized  gains 

86 

14 

Net  transfers  to  departments  and  other  adjustments 

(2,205) 

(2,268) 

Accumulated  surpluses  at  end  of  year 

$ 

2,260 

$ 

2,168 

Represented  by 

Assets 

Loans 

$ 

21,607 

$ 

19,448 

Investments 

1,339 

1,370 

Other 

4,244 

3,201 

27,190 

24,019 

Liabilities 

Accounts  payable 

703 

602 

Deposits  (a) 

23,881 

21,176 

Unmatured  debt 

57 

73 

Repurchase  agreements 

287 

- 

24,930 

21,851 

$ 

2,260 

$ 

2,168 

Equity  in  commercial  enterprises  at  end  of  year 

As  reported  by  the  entities 

Alberta  Treasury  Branches 

$ 

1,759 

$ 

1,669 

Alberta  Gaming  and  Liquor  Commission 

369 

378 

Credit  Union  Deposit  Guarantee  Corporation 

130 

119 

N.A.  Properties  (1994)  Ltd. 

2 

2 

2,260 

2,168 

Subordinated  debentures  in  support  of  deposit  guarantees 

85 

94 

$ 

2,345 

$ 

2,262 

(a)  The  repayment  of  all  deposits  without  limit,  including  accrued  interest,  is  guaranteed  by  the  Province  in  respect  of  which  the  Province 
assesses  an  annual  deposit  guarantee  fee  payable  by  Alberta  Treasury  Branches. 

At  March  31,  2009,  Alberta  Treasury  Branches  had  a potential  liability  under  guarantees  and  letters  of  credit 
amounting  to  $320  million  (2008:  $270  million). 
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EQUITY  IN  CROWN-CONTROLLED  SUCH  SECTOR  ORGANIZATIONS  Schedule  8 


2009  2008 

Restated 


In  millions 

Equity  at  beginning  of  year 

$ 

3,519 

$ 

3,679 

Universities  Academic  Pension  Plan  (a 

273 

(344) 

Adjusted  equity  at  beginning  of  year 

3,792 

3,335 

Transfers  from  government  sector  entities 

15300 

13,747 

Other  income 

3,974 

3,571 

Total  income 

19,274 

17,318 

Total  expenses 

19,318 

17,232 

Net  (loss)  income 

(44)' 

86 

Contributions  to  endowments 

82 

70 

Increase  in  equity  for  the  year 

38 

156 

Cumulative  (decrease)  increase  in  unrealized  gain  (b) 

(277) 

28 

Equity  at  end  of  year 

$ 

3,553 

$ 

3,519 

Represented  by 

Assets 

Cash  and  temporary  investments 

$ 

5,732 

$ 

2,963 

Due  from  government  sector  entities 

416 

1,255 

Investments 

2,293 

3,397 

Work  in  progress  (c) 

161 

- 

Tangible  capital  assets 

14,171 

12,523 

Accounts  receivable  and  other  assets 

909 

983 

23,682 

21,121 

Liabilities 

Accounts  oavable  and  accrued  liabilities (a) 

2,828 

2,785 

Debt  held  by  government  sector  entities 

803 

905 

Other  liabilities  and  unmatured  debt 

461 

183 

Deferred  contributions  (d) 

1,765 

1,627 

Deferred  capital  contributions  (d) 

3,376 

2,724 

Unamortized  deferred  capital  contributions (d) 

10,896 

9,378 

20,129 

17,602 

$ 

3,553 

$ 

3,519 

Equity  as  reported  by  schools,  universities,  colleges,  technical  institutes, 

regional  health  authorities  and  health  boards  at  end  of  year 

Universities 

$ 

1,722 

$ 

1,703 

Colleges,  technical  institutes  and  The  Banff  Centre 

873 

768 

Schools 

654 

538 

Regional  health  authorities  and  health  boards 

304 

510 

$ 

3,553 

$ 

3,519 

Increase  (decrease)  in  equity  for  the  year  as  reported  by  schools,  universities. 

colleges,  technical  institutes,  regional  health  authorities  and  health  boards 

Universities 

$ 

(33) 

$ 

(34) 

Colleges,  technical  institutes  and  The  Banff  Centre 

116 

84 

Schools 

117 

126 

Regional  health  authorities  and  health  boards 

(162) 

(20) 

$ 

38 

$ 

156 
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Schedule  8 (continued) 


(a)  The  opening  Net  asset  adjustment  represents  the  change  in  the  employer’s  portion  of  the  unfunded  liability  of  the  Universities  Academic 
Pension  Plan.  Accounts  payable  and  accrued  liabilities  includes  $108  million  (2008:  $360  million)  representing  the  universities  and  Banff 
Centre’s  share  of  the  unfunded  liability  (net  of  deferred  experience  gains  and  losses)  at  March  31,  2009. 

(b)  Post  Secondary  Institutions,  Health  Authorities  and  Health  Boards  follow  the  principles  of  fair  value  accounting  for  investments.  Under 
fair  value  accounting,  investments  classified  as  available  for  sale  are  measured  at  fair  value  and  the  change  in  fair  value  is  recorded  directly 
in  net  assets  as  unrealized  gain/loss.  Upon  the  sale  or  impairment  of  investments  classified  as  available  for  sale,  an  amount  representing 
realized  gain/loss  or  impairment  loss  is  transferred  to  income. 

(c)  The  work  in  progress  is  for  the  Alberta  School  Alternative  Procurement  public  private  partnership  (Note  7).  Since  the  schools  will  be 
under  the  operational  control  of  the  school  jurisdictions  upon  completion,  the  work  in  progress  is  recorded  as  a capital  asset  by  the  school 
jurisdictions. 

(d)  Crown-controlled  SUCH  sector  organizations  follow  the  deferral  method  of  accounting.  Restricted  non-capital  contributions  are  deferred 
and  recognized  as  revenue  when  related  expenses  are  incurred.  Deferred  contributions  represent  restricted  non-capital  contributions 
which  remain  unspent.  Capital  contributions,  including  contributions  from  government  sector  entities,  are  recorded  as  deferred  capital 
contributions  until  invested  in  tangible  capital  assets.  Amounts  invested  are  then  transferred  to  the  unamortized  deferred  capital 
contributions  account  and  recognized  as  revenue  when  the  related  amortization  expense  of  the  tangible  capital  asset  is  recorded. 


LOANS  AND  ADVANCES  Schedule  9 


2009  2008 


In  millions 

Loans  and  advances  made  under  the  authority  of 

Alberta  Capital  Finance  Authority  Act  (a) 

$ 6,822 

$ 

5,733 

Agriculture  Financial  Services  Act  (b) 

1,172 

1,076 

Student  Loan  Act 

352 

300 

Alberta  Heritage  Savings  Trust  Fund  Act 

180 

184 

Alberta  Housing  Act 

5 

6 

Farm  Credit  Stability  Act 

1 

2 

Financial  Administration  Act 

11 

12 

8,543 

7,313 

Less  allowance  for  doubtful  accounts 

163 

150 

$ 8,380 

$ 

7,163 

(a)  The  fair  value  of  the  loans  as  at  March  31,  2009  was  $7,303  million  (2008:  $6,229  million).  Municipal  loans  on  average  yield  5.4% 

(2008:  5.6%)  per  annum. 

Interest  rate  contracts  are  used  to  manage  exposure  to  fluctuations  in  interest  rates  in  certain  fixed  rate  loans  and  related  debt 
(see  Schedule  1 1)  made  after  January  1,  2004. 

As  at  March  31,  2009,  loans  to  Crown-controlled  schools  amounted  to  $214  million  (2008:  $266  million). 

(b)  The  fair  value  of  the  loans  receivable  is  not  disclosed.  Determining  fair  values  with  sufficient  reliability  is  not  practical  due  to  the  absence  of 
verifiable  information  from  estimated  financial  markets  for  such  loans.  Agricultural  loan  portfolios  on  average  yield  6.0%  (2008:  6.1%)  per 
annum. 
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UNMATURED  DEBT 


Schedule  10 


2009  2008 


Effective 

Rate 

Modified 

Duration 

Book 

Fair  Book 

Fair 

(a) 

(b) 

Value  (a) 

Value  (a)  Value  (a) 

Value  <a) 

% 

years 

In  millions 

Direct  debt 

Canadian  dollar  debt 

Floating  rate  and  short-term 
fixed  rate  (c  ] 

Fixed  rate  long-term  (d) 

0.38 

6.64 

0.22 

4.00 

$ 

40 

1,950 

$ 

40 

2,167 

$ 

689 

1,757 

$ 

695 

1,988 

6.52 

3.93 

1,990 

2,207 

2,446 

2,683 

Alberta  Social  Housing  Corporation 
Canadian  dollar  fixed  rate  debt 

74 

106 

76 

113 

$ 

2,064 

$ 

2,313 

$ 

2,522 

$ 

2,796 

(a)  Book  value  represents  the  amount  the  Province  owes.  Fair  value  approximates  market  value  to  the  holder.  The  book  value,  fair  value  and 
weighted  average  effective  rate  include  the  effect  of  interest  rate  swaps.  Effective  rate  is  the  rate  that  exactly  discounts  estimated  future  cash 
payments  through  the  expected  term  of  the  debt  to  the  net  carrying  amount.  For  non-marketable  issues,  the  effective  rate  and  fair  value  are 
determined  by  reference  to  yield  curves  for  comparable  quoted  issues. 

(b)  Modified  duration  is  the  weighted  average  term  to  maturity  of  a security’s  cash  flows  (i.e.  interest  and  principal)  and  is  a measure  of  price 
volatility.  The  greater  a bond’s  modified  duration,  the  more  impact  a change  in  interest  rates  will  have  on  its  value. 

(c)  Floating  rate  debt  includes  short-term  debt,  term  debt  with  less  than  one  year  to  maturity,  and  term  debt  with  interest  rate  reset  within  a 
year. 

(d)  Canadian  dollar  fixed  rate  debt  includes  $679  million  (2008:  $679  million)  held  by  the  Canada  Pension  Plan  Investment  Fund. 


Debt  principal  repayment  requirements  (based  on  par  value)  in  each  of  the  next  five  years,  including  short-term  debt 
maturing  in  2009-10  and  thereafter,  are  as  follows: 


In  millions 

2009-10 

$ 113 

2010-11 

448 

2011-12 

450 

2012-13 

271 

2013-14 

114 

Thereafter 

668 

$ 2,064 
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DEBT  OF  ALBERTA  CAPITAL  FINANCE  AUTHORITY  Schedule  1 1 


2009 

2008 

Book  Value 

Fair  Value  Book  Value 

Fair  Value 

Alberta  Capital  Finance  Authority 
Canadian  dollar  fixed  rate  debt (a) 

$ 6,812 

In  millions 

$ 7,174  $ 5,739 

$ 3,889 

Effective  rate  per  annum 

6.8% 

5.8% 

(a)  Canadian  dollar  fixed  rate  debt  includes  $1,447  million  (2008:  $1,706  million)  held  by  the  Canada  Pension  Plan  Investment  Fund  and  has 
the  characteristics  indicated  in  Schedule  10  note  (a). 

Interest  rate  contracts  are  used  to  manage  exposure  to  fluctuations  in  interest  rates  in  certain  fixed  rate  loans 
(see  Schedule  9)  and  related  debt  made  after  January  1,  2004. 

The  Province  invests  in  the  Consolidated  Cash  Investment  Trust  Fund  which  held  $240  million  of  Alberta  Capital 
Finance  Authority  debt  on  March  31,  2009. 

Debt  principal  repayment  requirements  in  each  of  the  next  five  years,  including  short-term  debt  maturing  in 
2009-10  and  thereafter,  are  as  follows: 


In  millions 

2009-10 

$ 2,391 

2010-11 

150 

2011-12 

250 

2012-13 

500 

2013-14 

328 

Thereafter 

3,193 

$ 6,812 
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PENSION  LIABILITIES 


Schedule  12 


In  1992,  there  was  pension  plan  reform  resulting  in  pre  and  post  1992  arrangements  for  several  pension  plans. 


Pension  liabilities  are  as  follows: 

2009 

2009 

Restatement 

2008 

Pension 

Pension 

of  Opening 

Pension 

Liabilities 

Provisions 
(Schedule  4) 

Liabilities 

Liabilities 

In  millions 


Liabilities  for  current  and  former  employees  and 
Members  of  the  Legislative  Assembly 


Teachers'  Pension  PlanU) 

Public  Service  Management  (Closed 

$ 8,778  $ 

1,923  $ 

- $ 

6,855 

Membership)  Pension  Plan  (bJ 

650 

(49) 

- 

699 

Universities  Academic  Pension  Plan  lo 
Members  of  the  Legislative  Assembly  Pension 

266 

61 

- 

205 

Plan  (e) 

50 

- 

- 

50 

Local  Authorities  Pension  Plan  (d) 

186 

29 

157 

- 

Management  Employee  Pension  Plan 
Provincial  Judges  and  Masters  in  Chambers 

35 

15 

- 

20 

Pension  Plan  W 

4 

- 

- 

4 

9.969 

1,979 

157 

7,833 

Liabilities  for  employees  of  organizations 
outside  the  government  sector 

Special  Forces  Pension  Plan  w 

112 

62 

- 

50 

$ 10,081  $ 

2,041  $ 

157  $ 

7,883 

(a)  The  Teachers’  Pension  Plans  Act  requires  all  teachers  under  contract  with  public  and  separate  school  jurisdictions  in  Alberta  to  contribute 
to  the  Teachers’  Pension  Plan.  The  Province  assumed  responsibility  for  the  entire  unfunded  pre- 1992  pension  obligation  of  the  Teachers’ 
Pension  Plan.  The  extrapolated  value  of  this  obligation  at  March  31,  2009  is  $8,478  million  (2008:  $6,776  million)  due  to  a change  in 
the  discount  rate  from  7.25%  to  5.0%.  In  addition,  for  service  after  August  1992,  the  Province  funds  $300  million  (2008:  $79  million) 
which  represents  50%  of  the  unfunded  liability,  any  current  service  costs  and  certain  cost  of  living  benefits. 

(b)  The  Public  Service  Management  (Closed  Membership)  Pension  Plan  provides  benefits  to  former  members  of  the  Public  Service 
Management  pension  plan  who  were  retired,  were  entitled  to  receive  a deferred  pension  or  had  attained  35  years  of  service  before 
August  1,  1992. 

The  Management  Employee  Pension  Plan  is  a contributory  defined  benefit  pension  plan  for  eligible  management  employees  of  the 
Province  and  certain  approved  provincial  agencies  and  public  bodies.  Members  of  the  former  Public  Service  Management  Pension  Plan 
who  were  active  contributors  at  August  1 , 1 992,  and  have  not  withdrawn  from  the  Plan  since  that  date,  continue  as  members  of  this 
Plan.  In  accordance  with  the  Public  Sector  Pension  Plans  Act,  the  actuarial  deficiencies  as  determined  by  actuarial  funding  valuations  are 
expected  to  be  funded  by  special  payments  currently  totalling  7.2%  of  pensionable  earnings  shared  between  employees  and  employers 
until  December  31,  2018.  Current  services  costs  are  funded  by  employers  and  employees.  The  Province  guarantees  payment  of  all  benefits 
arising  from  service  before  1994. 

The  Public  Service  Pension  Plan  is  a contributory  defined  benefit  pension  plan  for  eligible  employees  of  the  Province,  approved  provincial 
agencies  and  public  bodies.  In  accordance  with  the  Public  Sector  Pension  Plans  Act,  the  actuarial  deficiencies  as  determined  by  an  actuarial 
funding  valuation  are  expected  to  be  funded  by  special  payments  currently  totalling  2.92%  of  pensionable  earnings  shared  equally  between 
employees  and  employers  until  December  31,  2020.  Current  service  costs  are  funded  by  employers  and  employees.  There  is  no  pension 
liability  because  the  Plan  is  in  a surplus  position. 
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Schedule  12  (continued) 

(c)  Under  the  Public  Sector  Pension  Plans  Act,  the  Province  has  a liability  for  payment  of  additional  contributions  under  defined  benefit  pension 
plans  for  certain  employees  of  post-secondary  educational  institutions  and  municipalities.  The  plans  are  the  Universities  Academic  and 
Special  Forces  pension  plans. 

For  Universities  Academic,  the  unfunded  liability  for  service  credited  prior  to  January  1,  1992  is  being  financed  by  additional  contributions 
of  1 .25%  of  pensionable  salaries  by  the  Province  and  the  balance  of  the  required  contributions  is  equally  split  between  employees  and 
employers,  as  determined  by  the  plan  valuation,  until  December  31,  2043.  Current  service  costs  are  funded  by  employers  and  employees. 

For  Special  Forces,  the  unfunded  liability  for  service  credited  prior  to  January  1,  1992  is  being  financed  by  additional  contributions  in  the 
ratio  of  45.45%  by  the  Province  and  27.27%  each  by  employers  and  employees,  until  December  31,  2036.  Current  service  costs  are  funded 
by  employers  and  employees.  The  Act  provides  that  payment  of  all  benefits  arising  from  pensionable  service  prior  to  1 994,  excluding 
post- 1991  cost  of  living  adjustment  benefits,  is  guaranteed  by  the  Province. 

(d)  The  Local  Authorities  Pension  Plan  is  a contributory  defined  benefit  pension  plan  for  eligible  employees  of  local  authorities  and  approved 
public  bodies.  In  accordance  with  the  Public  Sector  Pension  Plans  Act,  the  actuarial  deficiencies  as  determined  by  actuarial  funding 
valuations  are  expected  to  be  funded  by  special  payments  currently  totalling  3.43%  of  pensionable  earnings  shared  equally  between 
employees  and  employers  until  December  31,  2020.  The  pension  obligation  of  $186  million  includes  a $157  million  restatement  made  to 
opening  net  assets  (Note  14)  and  the  2009  provision  of  $29  million. 

(e)  The  Province  has  a liability  for  payment  of  pension  benefits  under  a defined  benefit  pension  plan  for  Members  of  the  Legislative  Assembly. 
Active  participation  in  this  plan  was  terminated  as  of  June  1993,  and  no  benefits  can  be  earned  for  service  after  that  date. 

(f)  The  Provincial  Judges  and  Masters  in  Chambers  Pension  Plan  is  a contributory  defined  benefit  pension  plan  for  Judges  and  Masters  in 
Chambers  of  the  Province  of  Alberta.  Current  service  costs  are  funded  by  the  Province  and  plan  members  at  rates  which  are  expected  to 
provide  for  all  benefits  payable  under  the  Plan.  The  rates  in  effect  at  March  31,  2009  are  7.00%  of  capped  salary  for  plan  members  and 
16.16%  of  capped  salary  for  the  Province.  Benefits  are  payable  by  the  Province  if  assets  are  insufficient  to  pay  for  all  benefits  under  the 
Plan. 

Pension  liabilities  are  based  upon  actuarial  valuations  performed  at  least  triennially  using  the  projected  benefit 
method  prorated  on  services  and  actuarial  extrapolations  performed  at  December  31,  2008  or  March  31,  2009.  The 
assumptions  used  in  the  valuations  and  extrapolations  were  adopted  after  consultation  between  the  pension  plan 
boards,  the  government  and  the  actuaries,  depending  on  the  plan,  and  represent  best  estimates  of  future  events.  Each 
plan’s  future  experience  will  inevitably  vary,  perhaps  significantly,  from  the  assumptions.  Any  differences  between  the 
actuarial  assumptions  and  future  experience  will  emerge  as  gains  or  losses  in  future  valuations.  Gains  and  losses  are 
amortized  over  the  expected  average  remaining  service  lives  of  the  related  employee  groups. 
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Information  about  the  economic  assumptions  used  in  the  most  recent  actuarial  extrapolations  for  accounting  purposes 
is  provided  below  for  each  plan.  Some  valuations  are  currently  underway  and  updated  information  is  not  available. 
Demographic  assumptions  used  in  the  valuations  reflect  the  experience  of  the  plans. 


Plan 

Latest 

Valuation 

Salary 

Escalation 

Rate 

% 

Inflation 

Rate 

% 

Discount 

Rate 

% 

Teachers'  Pre-92  Pension  Plan 

August  31,  2008 

3.50 

2.25 

5.00 

Public  Service  Management  (Closed 
Membership)  Pension  Plan 

December  31,  2005 

2.25 

5.00 

Universities  Academic  Pension  Plan 

December  3 1 , 2006 

3.00 

2.70 

6.70 

Local  Authorities  Pension  Plan 

December  3 1 , 2007 

3.50 

2.25 

6.30 

Public  Service  Pension  Plan 

December  31,  2005 

3.50 

2.25 

7.00 

Members  of  the  Legislative  Assembly 
Pension  Plan 

March  31,  2006 

2.25 

5.00 

Management  Employees  Pension 
Plan 

December  31,  2006 

3.50 

2.25 

6.75 

Provincial  Judges  and  Masters  in 
Chambers  Pension  Plan 

December  31,  2005 

3.50 

2.25 

6.50 

Special  Forces  Pension  Plan 

December  3 1 , 2006 

3.50 

2.25 

6.50 

A separate  pension  plan  fund  is  maintained  for  each  pension  plan  except  for  the  Teachers’  Pre-92  Pension  Plan  and  the 
Members  of  the  Legislative  Assembly  Pension  Plan.  Pension  plan  fund  assets  are  invested  in  both  marketable  investments 
of  organizations  external  to  the  government  and  in  Province  of  Alberta  bonds  and  promissory  notes. 


OTHER  ACCRUED  LIABILITIES 


Future  funding  to  school  boards  to  enable  them  to  repay 
debentures  issued  to  Alberta  Capital  Finance  Authority 
Vacation  entitlements 
Guarantees,  indemnities  and  remissions 


Schedule  13 


2009 

2008 

In  millions 

$ 

204 

$ 

256 

241 

219 

3 

4 

$ 

448 

$ 

479 
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GUARANTEES 


Schedule  15 


2009  2008 

Expiry 

Date 

In  millions 

Feeder  Associations  Guarantee  Act 

$ 50 

$ 

51 

Ongoing 

Agriculture  Financial  Services  Act 

14 

19 

Ongoing 

Alberta  Housing  Act 

13 

16 

2011 

Student  Loan  Act 

7 

11 

Ongoing 

Farm  Credit  Stability  Act  (a) 

- 

1 

2011 

University  of  Calgary 

1 

1 

2016 

85 

99 

Less  estimated  liability  (Schedule  13) 

Guarantees 

1 

2 

$ 

84 

$ 

97 

Authorized  loan  guarantee  limits  are  shown  below  where  applicable.  Where  authorized  loan  guarantee  limits  are  not 
noted,  the  authorized  limits  decline  as  guaranteed  or  indemnified  loans  are  repaid. 

Guarantee  programs  under  the  following  Acts  are  ongoing: 

• Feeder  Associations  Guarantee  Act  (authorized  guarantee  limit  set  by  Order  in  Council  is  $55  million), 

• Agriculture  Financial  Services  Act,  and 

• Student  Loan  Act. 

The  lender  takes  appropriate  security  prior  to  issuing  to  the  borrower  a loan  which  is  guaranteed  by  the  Province.  The 
security  taken  depends  on  the  nature  of  the  loan.  Interest  rates  are  negotiated  with  the  lender  by  the  borrower  and  typically 
range  from  prime  to  prime  plus  two  per  cent. 

(a)  The  expiry  date  shown  is  the  latest  expiry  date  for  guaranteed  loans  under  the  program.  No  new  program  guarantees  are  being  issued  under 
the  Farm  Credit  Stability  Act. 
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LISTING  OF  ORGANIZATIONS 


Schedule  16 


The  financial  statements  of  the  following  organizations  are  fully  consolidated  in  these  financial  statements: 

GOVERNMENT  SECTOR  ENTITIES 

Offices  of  the  Legislative  Assembly 

Support  to  the  Legislative  Assembly 

Office  of  the  Auditor  General 

Office  of  the  Ombudsman 

Office  of  the  Chief  Electoral  Officer 

Office  of  the  Ethics  Commissioner 

Office  of  the  Information  and  Privacy  Commissioner 

Departments 

Aboriginal  Relations 
Advanced  Education  and  Technology 
Agriculture  and  Rural  Development 
Children  and  Youth  Services 
Culture  and  Community  Spirit 
Education 

Employment  and  Immigration 

Energy 

Environment 

Executive  Council 

Finance  and  Enterprise 

Health  and  Wellness 

Housing  and  Urban  Affairs 

Infrastructure 

International  and  Intergovernmental  Relations 
Justice 

Municipal  Affairs 

Seniors  and  Community  Supports 

Service  Alberta 

Solicitor  General  and  Public  Security 
Sustainable  Resource  Development 
Tourism,  Parks  and  Recreation 
Transportation 
Treasury  Board 

Regulated  Funds 

Access  to  the  Future  Fund 

Alberta  Cancer  Prevention  Legacy  Fund 

Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund 
Alberta  Heritage  Savings  Trust  Fund 
Alberta  Heritage  Scholarship  Fund 

Alberta  Heritage  Science  and  Engineering  Research  Endowment  Fund 
Alberta  Risk  Management  Fund 
Alberta  School  Foundation  Fund 
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Regulated  Funds  (continued) 

Climate  Change  and  Emissions  Management  Fund 
Environmental  Protection  and  Enhancement  Fund 
Historic  Resources  Fund 
Lottery  Fund 

Provincial  Judges  and  Masters  in  Chambers  Reserve  Fund 
Supplementary  Retirement  Plan  Reserve  Fund 
Victims  of  Crime  Fund 

Provincial  Agencies 

Agriculture  Financial  Services  Corporation 
Alberta  Alcohol  and  Drug  Abuse  Commission 
Alberta  Capital  Finance  Authority 
Alberta  Enterprise  Corporation  (a) 

Alberta  Foundation  for  the  Arts 
Alberta  Historical  Resources  Foundation 
Alberta  Investment  Management  Corporation 
Alberta  Livestock  and  Meat  Agency  (b) 

Alberta  Local  Authorities  Pension  Plan  Corporation 
Alberta  Pensions  Administration  Corporation 
Alberta  Petroleum  Marketing  Commission 
Alberta  Research  Council  Inc. 

Alberta  Securities  Commission 

Alberta  Social  Housing  Corporation 

Alberta  Sport,  Recreation,  Parks  and  Wildlife  Foundation 

Alberta  Utilities  Commission 

Calgary  and  Area  Child  and  Family  Services  Authority 
Central  Alberta  Child  and  Family  Services  Authority 
East  Central  Alberta  Child  and  Family  Services  Authority 
Edmonton  and  Area  Child  and  Family  Services  Authority 
Energy  Resources  Conservation  Board 

Human  Rights,  Citizenship  and  Multiculturalism  Education  Fund 
Informatics  Circle  of  Research  Excellence  Inc.  (iCORE  Inc.) 

Metis  Settlements  Child  and  Family  Services  Authority 

Natural  Resources  Conservation  Board 

North  Central  Alberta  Child  and  Family  Services  Authority 

Northeast  Alberta  Child  and  Family  Services  Authority 

Northwest  Alberta  Child  and  Family  Services  Authority 

Persons  with  Developmental  Disabilities  Calgary  Region  Community  Board 

Persons  with  Developmental  Disabilities  Central  Region  Community  Board 

Persons  with  Developmental  Disabilities  Edmonton  Region  Community  Board 

Persons  with  Developmental  Disabilities  Northeast  Region  Community  Board 

Persons  with  Developmental  Disabilities  Northwest  Region  Community  Board 

Persons  with  Developmental  Disabilities  South  Region  Community  Board 

Southeast  Alberta  Child  and  Family  Services  Authority 

Southwest  Alberta  Child  and  Family  Services  Authority 

The  Government  House  Foundation 

The  Wild  Rose  Foundation 
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Schedule  16  (continued) 


Non-commercial  Crown-controlled  Corporation 

Alberta  Insurance  Council 

The  following  organizations  are  accounted  for  on  the  modified  equity  basis  in  these  financial  statements: 

Commercial  Enterprises 

Alberta  Gaming  and  Liquor  Commission 
Alberta  Treasury  Branches 
Credit  Union  Deposit  Guarantee  Corporation 
N.A.  Properties  (1994)  Ltd. 

Commercial  Crown-controlled  Corporation 

Gainers  Inc 

Non-commercial  Crown-controlled  Corporation 

Safety  Codes  Council(c) 

CROWN-CONTROLLED  SUCH  SECTOR  ORGANIZATIONS  (c) 

School  Jurisdictions 

Almadina  School  Society 

Aspen  View  Regional  Division  No.  19 

Aurora  School  Ltd. 

Battle  River  Regional  Division  No.  31 
Black  Gold  Regional  Division  No.  1 8 
Boyle  Street  Education  Centre 

Buffalo  Trail  Public  Schools  Regional  Division  No.  28 
Calgary  Arts  Academy  Society 
Calgary  Girls’  School  Society 

Calgary  Roman  Catholic  Separate  School  District  No.  1 

Calgary  School  District  No.  19 

Calgary  Science  School  Society 

Canadian  Rockies  Regional  Division  No.  12 

CAPE-Centre  for  Academic  and  Personal  Excellence  Institute 

Chinook’s  Edge  School  Division  No.  73 

Christ  the  Redeemer  Catholic  Separate  Regional  Division  No.  3 
Clearview  School  Division  No.  71 

East  Central  Alberta  Catholic  Separate  Schools  Regional  Division  No.  1 6 

East  Central  Francophone  Education  Region  No.  3 

Edmonton  Catholic  Separate  School  District  No.  7 

Edmonton  School  District  No.  7 

Elk  Island  Catholic  Separate  Regional  Division  No.  41 

Elk  Island  Public  Schools  Regional  Division  No.  14 

Evergreen  Catholic  Separate  Regional  Division  No.  2 

FFCA  Charter  School  Society 

Foothills  School  Division  No.  38 

Fort  McMurray  Roman  Catholic  Separate  School  District  No.  32 
Fort  McMurray  School  District  No.  2833 
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School  Jurisdictions  (continued) 

Fort  Vermilion  School  Division  No.  52 
Golden  Hills  School  Division  No.  75 

Grande  Prairie  Roman  Catholic  Separate  School  District  No.  28 
Grande  Prairie  Public  School  District  No.  2357 
Grande  Yellowhead  Regional  Division  No.  35 
Grasslands  Regional  Division  No.  6 

Greater  North  Central  Francophone  Education  Region  No.  2 

Greater  Southern  Public  Francophone  Education  Region  No.  4 

Greater  Southern  Separate  Catholic  Francophone  Education  Region  No.  4 

Greater  St.  Albert  Catholic  Regional  Division  No.  29 

High  Prairie  School  Division  No.  48 

Holy  Family  Catholic  Regional  Division  No.  37 

Holy  Spirit  Roman  Catholic  Separate  Regional  Division  No.  4 

Horizon  School  Division  No.  67 

Lakeland  Roman  Catholic  Separate  School  District  No.  1 50 

Lethbridge  School  District  No.  5 1 

Living  Waters  Catholic  Regional  Division  No.  42 

Livingstone  Range  School  Division  No.  68 

Medicine  Hat  Catholic  Separate  Regional  Division  No.  20 

Medicine  Hat  School  District  No.  76 

Moberly  Hall  School  Society 

Mother  Earth’s  Children’s  Charter  School  Society 

New  Horizons  Charter  School  Society 

Northern  Gateway  Regional  Division  No.  10 

Northern  Lights  School  Division  No.  69 

Northland  School  Division  No.  61 

Northwest  Francophone  Education  Region  No.  1 

Palliser  Regional  Division  No.  26 

Parkland  School  Division  No.  70 

Peace  River  School  Division  No.  1 0 

Peace  Wapiti  School  Division  No.  76 

Pembina  Hills  Regional  Division  No.  7 

Prairie  Land  Regional  Division  No.  25 

Prairie  Rose  Regional  Division  No.  8 

Red  Deer  Catholic  Regional  Division  No.  39 

Red  Deer  School  District  No.  104 

Rocky  View  School  Division  No.  41 

St.  Albert  Protestant  Separate  School  District  No.  6 

St.  Paul  Education  Regional  Division  No.  1 

St.  Thomas  Aquinas  Roman  Catholic  Separate  Regional  Division  No.  38 

Sturgeon  School  Division  No.  24 

Suzuki  Charter  School  Society 

Westmount  Charter  School  Society 

Westwind  School  Division  No.  74 

Wetaskiwin  Regional  Division  No.  1 1 

Wild  Rose  School  Division  No.  66 

Wolf  Creek  School  Division  No.  72 
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Universities 

Athabasca  University 
The  University  of  Alberta 
The  University  of  Calgary 
The  University  of  Lethbridge 

Colleges 

Alberta  College  of  Art  and  Design 

Bow  Valley  College 

Grande  Prairie  Regional  College 

Grant  MacEwan  College 

Keyano  College 

Lakeland  College 

Lethbridge  Community  College 

Medicine  Hat  College 

Mount  Royal  College 

NorQuest  College 

Northern  Lakes  College 

Olds  College 

Portage  College 

Red  Deer  College 

Technical  Institutes  and  The  Banff  Centre 

Northern  Alberta  Institute  of  Technology 
Southern  Alberta  Institute  of  Technology 
The  Banff  Centre  For  Continuing  Education 

Regional  Health  Authorities  and  Other  Health  Boards 

Alberta  Cancer  Board 
Alberta  Mental  Health  Board 
Aspen  Regional  Health  Authority 
Calgary  Health  Region 
Capital  Health 

Chinook  Regional  Health  Authority 

David  Thompson  Regional  Health  Authority 

East  Central  Health 

Health  Quality  Council  of  Alberta 

Northern  Lights  Health  Region 

Peace  Country  Health 

Palliser  Health  Region 

(a)  The  Alberta  Enterprise  Corporation  was  created  by  the  Alberta  Enterprise  Corporation  Act  which  was  proclaimed  and  came  into  force  on 

December  5,  2008. 

(b)  The  Alberta  Livestock  and  Meat  Agency  was  incorporated  on  January  29,  2009. 

(c)  In  transition  period  (see  Note  1 (b)). 
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Absolute  return  strategies:  Absolute  return  strategies  encompass  a wide  variety  of  investments  with  the  objective  of 
realizing  positive  returns  regardless  of  the  overall  market  direction.  A common  feature  of  many  of  these  strategies  is 
buying  undervalued  securities  and  selling  short  overvalued  securities.  Some  of  the  major  types  of  strategies  include 
long/short  equity,  merger  arbitrage,  macroeconomic  strategies  and  short  selling. 

Accrued  interest:  Interest  income  that  has  been  earned  but  not  paid  in  cash  at  the  financial  statement  date. 

Alternative  investments:  Investments  considered  outside  of  the  traditional  asset  class  of  stocks,  bonds  and  cash. 
Examples  include  hedge  funds,  private  equities,  private  income,  timberland  and  asset-backed  commercial  paper. 

Ask  price:  The  price  a seller  is  willing  to  accept  for  a security,  also  known  as  the  offer  price. 

Asset  mix:  The  major  types  of  investments  that  make  up  a portfolio,  usually  expressed  in  percentages. 

Bid  price:  The  price  a buyer  is  willing  to  pay  for  a security. 

Call  provision:  An  option  included  in  a bond  that  gives  the  bond  issuer  the  right  to  buy  back  all  or  part  of  a bond 
issue  prior  to  maturity. 

Counterparty  risk:  The  risk  that  the  other  party  in  an  agreement  will  default. 

Credit  risk:  The  risk  that  one  party  to  a financial  instrument  will  cause  a financial  loss  for  the  other  party  by  failing 
to  discharge  an  obligation. 

Currency  risk:  The  risk  that  the  fair  value  or  future  cash  flows  of  a financial  instrument  will  fluctuate  because  of 
changes  in  foreign  exchange  rates. 

Debenture:  A financial  instrument  showing  a debt  where  the  issuer  promises  to  pay  interest  and  repay  the  principal 
by  the  maturity  date.  It  is  usually  unsecured,  meaning  there  are  no  liens  or  pledges  on  specific  assets. 

Deferred  capital  contribution:  An  organization,  which  follows  the  deferral  method  of  accounting,  has  a deferred 
capital  contribution  when  an  external  party  or  a government  sector  entity  contributes  funds  to  the  organization  for 
the  purchase  of  a tangible  capital  asset  and  the  asset  has  not  been  purchased  at  the  financial  statement  date.  When 
the  asset  is  purchased,  the  amount  contributed  is  transferred  to  an  account  called  unamortized  deferred  capital 
contributions. 

Deferred  contribution:  An  organization,  which  follows  the  deferral  method  of  accounting,  has  a deferred 
contribution  when  an  external  party  contributes  funds  to  the  organization  for  a specific  purpose  (other  than  for  a 
capital  item)  and  the  funds  remain  unspent  at  the  financial  statement  date.  When  the  funds  are  used  for  the  specific 
purpose,  the  contribution  is  recognized  as  revenue. 

Defined  benefit  pension  plan:  A pension  plan  that  specifies  either  the  benefits  to  be  received  by  an  employee,  or  the 
method  of  determining  those  benefits,  such  as  a pension  benefit  equal  to  two  percent  of  the  average  of  the  five  highest 
consecutive  years’  salary  times  the  total  years  of  service. 

Derivative  contracts:  Financial  contracts,  the  value  of  which  is  derived  from  the  value  of  underlying  assets,  indices, 
interest  rates,  currency  rates  or  credit  ratings.  They  usually  give  rise  to  a financial  asset  of  one  party  and  a financial 
liability  or  equity  instrument  of  another  party,  require  no  initial  net  investment,  and  are  settled  at  a future  date. 

Discount:  The  difference  between  the  price  paid  for  a security  and  the  security’s  par  or  face  value.  Because  price 
fluctuates  with  interest  rates,  price  will  differ  from  the  face  value.  For  example,  if  interest  rates  are  higher  than  the 
coupon  rate,  then  the  security  is  sold  at  a discount. 

Emerging  markets:  The  financial  markets  of  developing  economies.  Examples  include  China  and  Brazil. 

Fair  value:  The  amount  that  an  asset  (or  liability)  could  be  bought  or  sold  in  a current  arm’s  length  transaction 
between  knowledgeable,  willing  parties,  that  is,  other  than  in  a forced  or  liquidation  sale.  It  is  also  known  as  market 
value. 
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Financial  asset:  An  asset  that  could  provide  resources  to  pay  liabilities  or  finance  future  operations.  A financial 
asset  could  be  cash,  a right  to  receive  cash  or  another  financial  asset  from  another  party,  a right  to  exchange  financial 
instruments  with  another  party  under  conditions  that  are  potentially  favourable,  or  equity  of  another  entity. 

First-in,  first-out:  A method  of  valuing  inventory  where  the  cost  of  the  first  goods  purchased  or  acquired  is  the  cost 
assigned  to  the  first  goods  sold.  Therefore,  the  cost  allocated  to  the  inventory  items  on  hand  at  the  end  of  the  period 
is  the  cost  of  those  items  most  recently  acquired. 

Fixed  income  instrument:  Interest  bearing  instrument  that  provides  a return  in  the  form  of  fixed  periodic  payments 
and  eventual  return  of  principal  at  maturity,  or  money  market  instrument  such  as  treasury  bills  and  discount  notes. 

Floating  rate:  An  interest  rate  that  is  reset  periodically,  usually  every  couple  of  months  or  sometimes  daily. 

Hedging:  An  activity  designed  to  manage  exposure  to  one  or  more  risks.  When  management  designates  a hedging 
relationship,  it  must  identify  the  specific  items  included  in  the  hedging  relationship,  the  risk  that  is  being  hedged,  and 
the  period  over  which  the  hedging  relationship  is  intended  to  be  effective.  The  designation  of  the  hedging  relationship 
is  documented  formally  in  the  entity's  records  when  designation  occurs. 

Interest  rate  risk:  The  risk  that  the  fair  value  or  future  cash  flows  of  a financial  instrument  will  fluctuate  because  of 
future  changes  in  market  interest  rates. 

Leveraging:  The  use  of  various  financial  instruments  or  borrowed  capital  to  increase  the  potential  return  of  an 
investment. 

Liquidity:  The  ability  to  convert  an  asset  to  cash  quickly. 

Market  risk:  The  risk  that  the  fair  value  or  future  cash  flows  of  a financial  instrument  will  fluctuate  because  of  future 
changes  in  market  prices. 

Net  realizable  value:  The  selling  price  less  the  estimated  costs  of  completion  and  costs  necessary  to  make  the  sale. 

Par  value:  The  face  or  principal  amount  of  a bond,  typically  expressed  as  multiples  of  $100  or  $1,000.  Bond  holders 
receive  par  value  for  their  bonds  at  maturity. 

Present  value:  Today's  value  of  one  or  more  future  cash  payments,  determined  by  discounting  the  future  cash 
payments  using  interest  rates. 

Private  equity:  An  ownership  interest  in  a privately  held  company. 

Public  equity:  An  ownership  interest  in  a publicly-traded  company. 

Public  private  partnership:  A legally-binding  contract  between  government  and  business  for  the  provision  of  assets 
and  the  delivery  of  services  that  allocates  responsibilities  and  business  risks  among  the  various  partners. 

Realized  gains  and  losses:  Gains  or  losses  are  realized  when  investments  are  sold  at  a price  over  or  below  its  book 
value  and  selling  costs. 

Refinancing  risk:  The  risk  that  the  fair  value  or  future  cash  flows  of  a financial  instrument  will  fluctuate  due  to 
refinancing. 

Repurchase  Agreement  (Repo):  An  agreement  between  two  parties  whereby  one  party  sells  the  other  a security  at  a 
specified  price  with  a commitment  to  buy  the  security  back  at  a later  date  for  another  specified  price. 

Segment:  A distinguishable  activity  or  group  of  activities  of  a government  for  which  it  is  appropriate  to  separately 
report  financial  information  to  help  users  of  the  financial  statements  identify  the  resources  allocated  to  support  the 
major  activities  of  the  government. 

Temporary  investment:  Investments  which  are  transitional  or  current  in  nature  and  generally  capable  of  reasonably 
prompt  liquidation. 
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Temporary  loss:  Determining  when  a loss  is  other  than  temporary  is  a matter  of  judgment,  but  it  is  generally 
presumed  if  a condition  indicating  a loss  in  value  has  persisted  for  a period  of  three  or  four  years. 

Unamortized  deferred  capital  contribution:  Once  an  organization,  which  follows  the  deferral  method  of 
accounting,  uses  contributed  funds  to  purchase  a tangible  capital  asset,  the  amount  contributed  is  transferred  to  an 
account  called  unamortized  deferred  capital  contributions.  As  the  tangible  capital  asset  is  amortized,  the  contribution 
is  recorded  as  revenue. 

Unmatured  debt:  As  defined  by  the  Fiscal  Responsibility  Act,  this  term  refers  to  the  unpaid  portion  of  debts  raised 
under  Section  58  of  the  Fiscal  Responsibility  Act. 

Yield  curve:  A graphic  line  chart  that  shows  interest  rates  at  a specific  point  for  all  securities  having  equal  risk,  but 
different  maturity  dates. 
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